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Certified to be a true copy of a Minute of a Meeting of the Committee 
of the Privy Council, approved by His Excellency the Governor 
General on the 27th June, 1936. 


The Committee of the Privy Council have had before them a report 
from the Acting Minister of Trade and Commerce, stating that the various 
problems pertaining to the production and marketing of Canadian Wheat 
and other grains have been engaging the earnest consideration of the 
Sub-Committee of the Privy Council, consisting of the Minister of Agri- 
culture, the Minister of the Interior, the Minister of Finance and the 
Minister of Trade and Commerce, which Sub-Committee was authorized 
to examine and advise upon such matters; that the Sub-Committee has 
taken cognizance of the discussions upon the subject in the House of 
Commons and has come to the conclusion that it would be to the public 
advantage that an enquiry be made into all the matters involved. 

The Minister, therefore, recommends that The Honourable William 
Ferdinand Alphonse Turgeon, of Regina, Saskatchewan, a Judge of the 
Court of Appeal of Saskatchewan, be appointed a Commissioner under 
Part 1 of The Enquiries Act, being Chapter 99 of the Revised Statutes of 
Canada, 1927, to enquire into and to report upon the subject of the 
production, buying, selling, holding, storing, transporting and exporting 
of Canadian Grains and Grain Products, and other questions incident to 
such matters, and in particular, but without restricting the generality of 
the foregoing terms, to enquire into and to report upon: 


1. The methods now or heretofore employed in marketing Canadian 
Grains abroad, including Government Grain Boards, co-operative 
or pool marketing, price stabilization measures and the open 
market or competitive method; and the effect of these various 
methods upon markets. 


2. All transactions since the year 1930 pertaining to the handling 
of grain for relief and seeding purposes in the Provinces of 
Manitoba, Saskatchewan and Alberta under the Dominion 
Government guarantee, or otherwise. 


3. The extent, if any, to which the Canadian Wheat Board protected 
speculative short interests in the Winnipeg Wheat Market in 
December, 1935, immediately following the higher price fixed by the 
Argentine Government for Argentine wheat; and the effect, 
whether beneficial or harmful, of any such action taken by the 
Board. 
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4. The effect of the practice of mixing and of the selection of grain 
for protein content by millers and exporters. 

5. The causes of the decrease in Canadian Grain exports in recent 
years. . 

6. The measures which should be taken to retain and to extend the 
marketing throughout the world of Canadian Wheat oa other 
grains and their products. 


The Minister further recommends that for the purpose of making such 
inquiry the Commissioner shall have the special authority specified under 
Part 3 of The Enquiries Act aforesaid. 


The Minister further recommends that the Commissioner be instructed 
to make his Report as speedily as possible. 


The Committee concur in the foregoing recommendations and submit 
the same for approval. 


(Sgd.) E. J. LEMAIRE, 
Clerk of the Privy Council. 
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REPORT OF THE COMMISSION 


INTRODUCTION 


On June 27, 1936, I was appointed by an Order of His Excellency 
the Governor General in Council a Commissioner under Part 1 of The 
Enquiries Act to inquire into and to report upon the subject of “the 
production, buying, selling, holding, storing, transporting and exporting 
of Canadian grain and grain products and other questions incident to such 
matters.” The Order in Council provided that, in particular and without 
limiting the general scope of the inquiry, I was to devote my attention to 
the following subjects specifically set out and defined: 

1.The methods now or heretofore employed in marketing Canadian 
Grains abroad, including Government Grain Boards, co-operative 
or pool marketing, price stabilization measures and the open 
market or competitive method; and the effect of these various 
methods upon markets. 

2. All transactions since the year 1930 pertaining to the handling of 
grain for relief and seeding purposes in the Provinces of Manitoba, 
Saskatchewan and Alberta under the Dominion Government 
guarantee, or otherwise. 

3. The extent, if any, to which the Canadian Wheat Board protected 
speculative short interests in the Winnipeg Wheat Market in 
December 1935, immediately following the higher price fixed by 
the Argentine Government for Argentine wheat; and the effect, 
whether beneficial or harmful, of any such action taken by the 
Board. 

4,The effect of the practice of mixing and of the selection of grain for 
protein content by millers and exporters. 

5. The causes of the decrease in Canadian Grain exports in recent 
years. 

6. The measures which should be taken to retain and to extend the 
marketing throughout the world of Canadian Wheat and other 
grains and their products. 


ORIGIN OF THE INQUIRY 


The origin of the inquiry is to be found in a report of a special com- 
mittee of the House of Commons concurred in by the House on June 17, 
1936. This report, after dealing with the matters which had been specific- 
ally referred to the committee, concluded with the following recom- 


mendation: 
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“The committee further gave general consideration to the whole 
problem of the production and marketing of Canadian wheat and 
other facts pertaining to the wheat problem. Because of the gravity 
of this problem, and because your committee has neither the time 
nor the facilities to make a comprehensive survey of the situation, 
we recommend the appointment by the government of a Royal 
Commission to make a complete survey of the production, grading 
and distribution of Canadian grain, including the methods of 
marketing by,— \ 

(a) the producers themselves through co-operative and stabil- 

izing effort; 

(b) the agency of a government wheat board and the powers 

such a board should possess; 

(c) the open market or competitive method; and, further, to 

inquire into the general effect of mixing, if any, and of 
selection for protein content by millers and exporters. 


“This would involve not only a full examination into the methods 
referred to above, but also into the conditions which obtain in world 
markets; what effect, if any, these methods have had upon European 
purchasers, and, generally, what measures should be taken to retain 
and enlarge markets for Canadian wheat, and products of wheat 
and other grains, throughout the world.” 


The report of the committee, adopted without dissent, also recom- 
mended that certain specific questions upon which it had taken evidence 
should be referred to the proposed Royal Commission for further inquiry 
and report. The Order in Council, in defining the subject matter of this 
inquiry, embraces all the matters into which it was deemed expedient by 
the committee and by the House of Commons that inquiry should be made. 

During the last forty years the grain trade of Canada has been investi- 
gated many times at the instance of both Dominion and Provincial gov- 
ernments. These various inquiries have been more or less broad in their 
scope. Thus the commission appointed by the Government of Canada in 
1923 was instructed to inquire into “the subject of the handling and market- 
ing of grain in Canada and other questions incident to the buying, selling 
and transportation of grain.” The task of the Saskatchewan Commission 
of 1928 was to inquire into “the subject of the grading, mixing, handling 
and marketing of grain.” The inquiry instituted by the Government of 
Canada in 1931 was confined to one subject, but a most important one; 
the commission was instructed “to inquire into and report upon what effect, 
if any, the dealing in grain futures has upon the price received by the 
farmer.” 

On the present occasion the scope of the inquiry has been made con- 
siderably wider than on past occasions, because, besides some of the old 
problems which now demand reconsideration, other problems have pre- 
sented themselves in recent years which affect in a vital manner the posi- 
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tion of Canadian grain in export markets and consequently the production 
of grain, and especially of wheat, in Canada. This appears from a perusal 
of the report of the Committee of the House of Commons and is indicated 
specifically in paragraphs 5 and 6 in the Order in Council. Reference 
is made to “the gravity of the problem” and notice is taken of a 
decrease in Canadian grain exports in recent years and of the advisability 
of efforts being made to retain and to extend our markets. This involves 
a study of the causes of the decrease and of the measures which appear 
best fitted to better our position for the future. 


Tue INTERESTS CONCERNED 


The subject matter of the inquiry is not only of first importance to 
the economic life of Canada, but it is also of great magnitude, being 
made up of many inter-related problems of which some are of a con- 
troversial character. The outstanding interest concerned is, of course, that 
of the producer of grain; but many other interests also exist along the 
course of the process whereby the primary product is removed from the 
farm in Canada to the mill in Great Britain and in other overseas coun- 
tries. The privilege of having counsel at the sittings of the commission 
was therefore extended to all those whose interests were affected by the 
inquiry. In addition, 1 had the great advantage of the assistance of 
counsel appointed as counsel to the commission. 


PROCEDURE 


A great number of witnesses appeared before me. Sittings were held 
in Canada at Winnipeg, Saskatoon, Regina, Edmonton, Calgary, Van- 
couver and Ottawa, and, with the consent of those concerned, at London, 
Liverpool, Glasgow, Paris, Brussels, Antwerp, Rotterdam and Chicago. in 
all, 122 days were devoted to these sittings, 260 witnesses were heard and 
715 exhibits filed. The period between the issuing of the Commission and 
the submission of this report has been somewhat protracted by reason ot 
the fact that, during most of it, I was engaged, also as sole commissioner, 
upon an inquiry into the textile industry of Canada, which took up 135 
days of public sittings besides the time necessary to compile the report 
which was submitted to the government on January 20th, 1938. 


CoUNSEL 


The following counsel took part in the proceedings: 

Hon. J. L. Ralston, P.C., K.C., Montreal, Commission Counsel, 

Jas. E. Coyne, Winnipeg, Assistant Commission Counsel, 

Isaac Pitblado, K.C., Winnipeg, Winnipeg Grain Exchange, 

A. E. Hoskin, K.C., Winnipeg, Winnipeg Grain Exchange, 

L. W. Brockington, K.C., Winnipeg, North West Grain Dealers’ Asso- 
tion, 
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. K. Williams, K.C., Winnipeg, Manitoba Pool Elevators Ltd., 

. A. MacPherson, K.C., Regina, Saskatchewan Pool Elevators Ltd., 

. H. Milliken, K.C., Regina, Saskatchewan Pool Elevators Litd., 

. M. Porter, K.C., Calgary, Alberta Pool Elevators Ltd., 

ugh Phillipps, K.C., Winnipeg, Terminal Elevators, 

. K. Tallin, Esq., Winnipeg, Terminal Elevators, 

. T. Thorson, K.C., M.P., Winnipeg, United Grain Growers Ltd., 

on. J. E. Brownlee, K.C., Edmonton, United Grain Growers Ltd., 

P. G. Hodges, K.C., Regina, Province of Saskatchewan, 

W. C. Hamilton, K.C., Winnipeg, Dominion of Canada, 

W. J. Lindal, K.C., Winnipeg, Board of Grain Commissioners for 
Canada, 

HK. F. Haffner, K.C., Winnipeg, McCabe Grain Co., 

Boyd McBride, Edmonton, Edmonton Chamber of Commerce, 

George H. Barr, K.C., Regina, Representing a Group of Regina Dis- 
trict Farmers, 

Walter B. Caswell, Saskatoon, Citizens’ Wheat Board & Price League, 

W. Martin Griffen, K.C., Vancouver, Vancouver Merchants Exchange 

& Vancouver Board of Trade. 


MYVOmMeN ee 


CHAPTER I 
THE WHEAT GROWING AREA 


It will be well, I think, to begin the survey called for by the terms of 
the Commission by describing briefly the area of Canada which produces 
our principal export commodity. (wheat), and. by reviewing-the history of 
this area in relation to this production. 

The three provinces of Manitoba, Saskatchewan and Alberta have a 
total land area of 452,158,720 acres, of which it is estimated that nearly 
170,000,000 acres can be used for agricultural purposes. 


UTILIZATION OF LAND ACREAGE IN WESTERN CANADA, 1936 


IN Os Ofe (OCetupied seb arm sim ed. Sule. cornee beteaietdecees exc 300,523 
LotauaOccupled Area weve tea ea es. ee 113,112,500 Acres 
MotalivimpromedMAred. OO TOUe 2)! A I Eby 60,849,957 <“ 
ATeameinertield. CLODSacs obs cee ecehe no. cee 40,194,581 “ 
Areamainm Wiheat tt a2 7Qa) Servis) mand BoAk PONS » 24,837,824 


Source: Census of 1936 


The agricultural area is bordered on the East by the physical barrier 
of the Ontario Clay Belt, on the West by the Rocky Mountains, on the 
South, by the political line of the United States boundary, and on the North 
by the seemingly elastic border of a territory with an unfavourable agricul- 
tural climate. Hast and West, along the international boundary, there is 
a length of 800 miles from the Clay Belt to the Mountains, but the breadth 
of the area is narrowed on the northeast by the extension of the Laurentian 
Plateau. Thus the arable belt assumes a somewhat triangular shape, with 
the western side running for more than 500 miles along the foot of the 
Rocky Mountains and, making about a 35-degree angle in the Peace River 
District for the third side, running southeast to the southeastern corner 
of Manitoba. This third side runs for a length of about 1,000 miles to 
complete the boundary of agricultural production at the present time. 

The wheat area is thus isolated from the rest of Canada by a thousand 
miles of thinly populated land on the east and by five hundred miles of 
mountain barriers on the west. While this inland, physical, isolation 
remains as an impediment, the development of lake and rail transportation 
has greatly reduced the economic disadvantages of a country compelled 
to export a specialized crop. The network of railway lines in the West 
pictures surprisingly well the Canadian wheat triangle. Ready access to 
the Great Lakes, and to the Pacific ports and to Churchill on Hudson’s 
Bay has helped to offset the disadvantages of Western Canada’s geo- 
graphical position. 


1 “Natural Resources of the Prairie Provinces,” 
Publication of the Department of Interior, Canada, 
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MILEAGE FROM WESTERN CANADA POINTS TO THE VARIOUS PORTS 


a —— ed 
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From To 
Vancouver | Fort William Montreal Churchill 
Galpairy eee ite dss sein Oe aie ON RRO RT 642 1, 267 2,190 1,190 
IMAIMON TON Joep cee See saat 769 1, 253 2,163 1,159 
Revinaiis.). io. See. dbOde tee skills Sat 1,108 783 1,780 825 
Saskatoon’... sanccc ss meber ae ae swan a 1,095 932 1,862 790 
Winniper st) £2 0) Jeateadeied . S54 es 1,405 419 1,423 950 


There are two rather large and well-defined regions of the West—the 
southern, short-grass plains and the park belt, a transition of mixed prairie 
and tree land. A smaller area is the forest zone. Within these major 
regions, the soils are by no means uniform. 


DEVELOPMENT OF WHEAT ACREAGE 


Wheat has held the major place in the economy of Western Canada 
throughout this Century. In 1900, 44-6 per cent of the improved land was 
in wheat; in 1936 this percentage had been lowered only slightly to 40-8 
per cent. Other field crops formed 19-8 per cent of the improved land in 
1900 and 25-2 per cent in 1936. There has been a tendency toward 
diversification in Manitoba, in the northern park belt of Alberta and Sas- 
katchewan and in the irrigated areas of southern Alberta, but elsewhere 
wheat has held its important place in the farm economy. In 1900, the 
wheat acreage was 2,495,474; in 1936 it was 24,837,824, both census figures. 
The other grain crops, oats, barley, rye and flaxseed together comprise 
little more than half the acreage sown to wheat. 

The production and export of wheat rose steadily from 1908 (when the 
compilation of annual statistics began) until 1928. During the same period, 
there was an increase in the quantity used for domestic purposes in Canada 
as flour, feed and seed. In this period, the population of Canada increased 
from about 7 to 10 million, all classes of live stock and poultry numbers 
increased significantly and the quantities necessary for seed rose with the 
increase in wheat acreage. The exportable surpluses rose even more quickly 
until over 400 million bushels of wheat and wheat flour were exported in 
the crop year 1928-29. Since that date there have been only two crops 
of normal size (1930 and 1932) and exports have fallen accordingly. 

Within this 20th century, Canada has progressed from modest begin- 
nings in wheat production to a position of being the largest factor in the 
wheat export trade of the world. This position has brought with it naturally 
a dependence on export markets and on prices in those markets. 


Earty History 


The earliest attempts to grow wheat in western Canada date from 
the trials of the Selkirk settlers in the region near where Winnipeg now 
stands, about 1813. The first crops of 1813 and 1814 were failures, but 
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that of 1815 was a limited success. The troubles of these early colonists 
were almost insuperable. Apart from climatic difficulties, grasshoppers, 
locusts, passenger pigeons and mice exacted their toll from the small yields. 
A reference to troublesome weeds at this time shows the birth of a present- 
day pest. When locusts had destroyed the crops of 1818 and 1819, there was 
no seed wheat in the colony and a supply had to be brought from Prairie 
du Chien, Wisconsin. With this shipment came stinkweed, and later seed 
importations from Minnesota brought other noxious weeds. Discouraged 
by floods and locusts a number of the Selkirk colonists moved up the 
river to Pembina in 1818 and there was another exodus in 1819. Pembina 
was vacated in 1822 because it was found to be on American territory and 
settlement there retarded the further growth of St. Boniface. Another flood 
in 1826 caused a great emigration, particularly of Swiss settlers, to Minne- 
sota. Lower Fort Garry was built in 1830 and the Fort Garry begun in 
1835 was the future Winnipeg. 

At this time, two wagon trails—the Red River or plains trail, and 
the Sauk, or woods trail—formed the communication with the outside world. 
The latter of these was to be the path of the St. Paul and Pacific Railway, 
begun in 1862, bankrupt in 1878, purchased by Canadian financiers from 
the Dutch bondholders in 1876, and reorganized under James J. Hill as 
the St. Paul, Minneapolis and Manitoba in 1879. In 1889, this road became 
the Great Northern. 

The first recorded shipment of wheat from western Canada took 
place in 1876. Amounating to 807 bushels and sold for 85 cents per bushel, 
it went out in sacks by boats up the Red River to the Northern Pacific 
lines, which conveyed it to Ontario. 

The introduction of “Red Fife” wheat from Ontario about 1870 
marked a real advance in western grain-growing. Much of the previous 
discouragement had arisen from the lack of suitable varieties. 

In 1878, the St. Paul Railway entered Winnipeg and from this date 
on the economic history of western Canada is written in terms of settle- 
ment, railway building, breaking of new land and wheat production. It 
was the peculiar and natural adaptation of wheat to the climatic and soil 
conditions of the West that engendered this growth. This fitness of wheat 
became even more apparent with the advances in plant breeding and cul- 
tural investigation. 

The development of western Canada in the past sixty years may be 
divided into three periods. The first of these began with the active building of 
the Canadian Pacific Railway about 1882; the second, with railway 
extension and immigration influx about 1903; and the third in 1924 at 
the conclusion of the economic depression and unfavourable weather con- 
ditions that followed the Great War. 
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The building of the Canadian Pacific Railway started in 1882-83, was 
hindered by financial difficulties and the Riel Rebellion, but was com- 
pleted to the Coast in 1885. It tapped the southern, short-grass plains, 
which were easily broken up for wheat production. Settlement in this 
period came mainly from eastern Canada and Great Britain, and spread 
westward from the Red River Valley of Manitoba into Saskatchewan 
and along the fertile banks of the Souris, Qu’Appelle and Assiniboine 
Rivers. The development of this period was not as great nor as pro- 
longed as that which began early in the present century. There were 
several reasons for this, including the counter-attraction provided by 
cheap lands in the western United States, the lack of land surveys and the 
comparatively slight encouragement to immigration. About the year 1895, 
the first period of western development came to an end. 


THE Periop 1903 To 1918 


The second period of rapid development began with a great inrush of 
immigration in 1903 which showed a fairly steady increase to a peak in 
1913. In the early years of the century, Manitoba continued to fill up at 
a rapid rate and settlement extended northward into the park lands of 
Saskatchewan and Alberta. The main line of the Canadian Pacific and 
its few branch lines served the settled portion of the West until the 
oncoming of the accelerated immigration about 1903. Then more railway 
accommodation became necessary. About this time Messrs. Mackenzie 
and Mann began the building and acquiring of lines in the north and 
central regions of the West, which by 1905 stretched from Edmonton in 
Alberta to the Head of the Great Lakes in the east, and from Lake 
Winnipegosis to the United States line, and extended into St. Paul by the 
Northern Pacific. The building of the Grand Trunk Pacific also began 
about 1908. An increase in wheat production followed closely upon 
railway building and new immigration, and a fairly close relation is found 
between these three elements in the growth of the West. 

The outbreak of the War in 1914 ended the rapid development in 
settlement and transportation of the previous decade, but the patriotic 
appeal for increased wheat acreage met with ready response. The first 
erop seeded after the War was declared covered over 34 million acres 
more than that of 1914, and the crop of 1918 was 54 million acres more, 
an increase of over 50 per cent. This was mainly accomplished by break- 
ing new land and by some trespassing upon the coarse grain acreage. 
During this period new agricultural development was most evident in the 
northern sections of the Prairie Provinces, particularly in the Peace River 
District. 
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THe Post-War Prriop 


The wheat acreage continued to expand until 1921. The years 1918-21 
offered little in the way of encouraging weather to the wheat farmer, but 
while the prices remained high, they compensated for the low physica! 
yield. When wheat prices fell in 1920 and 1921 many of the marginal 
lands were returned to their pre-war uses. Land settlement and railway 
construction continued as important factors. The Soldiers’ Settlement 
Board and the Canada Colonization Association did much to encourage 
the resumption of immigration, especially in 1920 and 1921. After a slump 
in 1922 and 1923, immigration continued on a moderate scale until the 
depression arrived in 1929. The government began its control of the 
Canadian Northern and Grand Trunk Pacific Railways and the Hudson 
Bay Railway was pressed to completion. 

Immigration was resumed in moderate numbers in 1924 and con- 
tinued up to 1929. Since that date, it has been an insignificant factor in 
western development. The growth of population has also slackened. 
Between the census periods, 1901 and 1936, the population of Manitoba 
rose from 255,211 to 711,216; Saskatchewan from 91,279 to 930,893; 
Alberta from 73,022 to 772,782, and the three provinces from 419,512 to 
2,414,891. The rate of increase has slowed notably in the past five years; 
Alberta’s population is now increasing the fastest, Manitoba’s being 
almost stationary. 

Wheat acreage had declined to a level of 19,759,648 acres in 1925, but 
then began a steady rise to a peak of 26,395,000 acres in 1932. With low 
prices prevailing there were declines in 1933, 1934 and 1935, an mecrease in 
1936 and a slight decline in 1937 to 24,599,000 acres. It is evident that 
the low depression prices had only a slight and temporary effect in 
reducing western wheat acreage. 
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Cuapter II 


HISTORICAL SURVEY OF THE ECONOMIC POSITION OF 
AGRICULTURE IN WESTERN CANADA 


Chapter one has described briefly the factors responsible for the 
initiation and growth of grain-farming in the West. These may be listed 
as the natural adaptation of such crops to climatic, soil and economic 
conditions and the plentiful and cheap supply of fertile, easily-broken land. 
Effective precipitation is usually well concentrated in the grain growing 
season. Under pioneer conditions, with land cheap and labour dear, the 
cultivation of wheat and other grains was naturally resorted to. As settle- 
ment progressed, railway lines were extended and bulk handling made 
relatively lower freight rates on grain possible. Terminal elevators were 
provided at interior points and at the ports to assist the outward move- 
ment. Labour saving machinery for large-scale production was developed. 
A tremendous stimulus was provided by the high prices and assured 
markets of the War period. Throughout most of the short history of 
the West, land values have remained low enough to encourage exten- 
sive methods of farming. The work of plant-breeders and cultural in- 
vestigators has kept pace with new problems so that new and earlier 
varieties have been developed and better cultural methods adopted to meet 
the changed conditions resulting from extractive farming. 

A brief citation of the relevant statistics will illustrate the hazards 
that have accompanied the establishment of a wheat economy in the Prairie 
Provinces. The two main variants—weather and foreign demand—are 
largely beyond control. The weather is the main determinant of yield 
and foreign demand is one of the principal price-determining factors. 

The following table lists the gross value of agricultural production in 
the three Prairie Provinces from 1918 to 1937, and for comparative pur- 
poses, the value of the wheat crop. The tremendous variation is clearly 
apparent, the low point of gross value of production being $291,666,000 in 
1931 and the high, $863,986,000 in 1927. Similarly for wheat the low point 
in value was $112,480,000 in 1931 and the high, $451,956,000 in 1925. 
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GROSS VALUE OF AGRICULTURAL PRODUCTION IN THE PRAIRIE 
PROVINCES AND FARM VALUE OF THE WHEAT CROP, 1918 TO 1937 


a 
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Gross 
Value of Value of 
Wear Agricultural | Wheat Crop 


Production. (Thousand 
(Thousand Dollars) 


Dollars) 
OS PN teats ew teereee sot tee Gee ke a cs ee ee, SEs ee 714, 804 328, 939 
LO es «8 4 56. od b ALOIS i A ann eto aie OE Os 1 aA Pe Ee dre iae ge 802, 374 387,073 
LRA oc 0.5 Siiiche GRIER SCAR) Ren ES EDA ive ee itn TEAR, or Sto Rae gE tule 730, 093 370, 990 
1921 475, 589 219,175 
604, 919 312,515 
591, 546 294, 686 
653, 543 285, 821 
771, 065 451,956 
765, 011 408, 279 
863, 986 445, 547 
843, 153 424,039 
642, 022 290, 046 
441,219 187,279 
291, 666 112, 480 
299, 080 144, 333 
293, 298 123, 198 
354, 920 159, 027 
359, 122 159, 677 
412,191 185, 580 
390, 643 157, 560 


Source.—Dominion Bureau of Statistics, Agricultural Branch, Ottawa. 


The next table is appended to show the growth of wheat acreage and 
production in the three Prairie Provinces as well as the tremendous varia- 
tion in average yield per acre from year to year. A downward trend in 
yield per acre is also apparent from the moving averages. The year 1937 
showed the lowest average yield per acre (6-5 bushels) and the year 1915 
the highest (26-0 bushels). In 1937, the total yield was the lowest since 
1914, in which year there were over 15 million acres less wheat sown. 
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WHEAT ACREAGE, PRODUCTION, YIELD PER ACRE, AND 9-YEAR MOVING 


pie Pug riche Mov- 
p roduction ie ing Average 
Year Acreage (Bushels) Per Acre of Yields 
(Bushels) (Bushels) 

EOOG earn, ot Bis. «. 2. cao eer geste sna elke 5, 096, 053 104, 222, 780 20-4 - 
AA han Sch re s L a ari 5,081, 207 71, 574, 402 14-1 - 
AGUS Deen ha: isda) ano schdvnate wate de oct iegt 5, 624, 000 91,855, 000 16-3 > 
LOO OR rere si wk heed samba co a ameter see 6,878, 000 147, 482, 000 21-4 - 
POLO RS pee trek Uae ea ia aattetods ieee ic oyts 7, 867, 423 110, 166, 704 14-0 18-43 
OUR Aah cu. atesoceee tare SRB ROLY were peters poled asecens 2 9,990, 461 208, 697, 000 20-9 19-63 
LN etn css bes -qcthc a Reetons Drones avant CRs dete 10,011,000 | 204,280,000 20:4 19-50 
AY) Le Scie yaad RS one CR eee ee Cs cP Re 10,036,000 | 209,262,000 20-9 19-12 
bE), Saat Sicha SRR Rg eam PI Oh em cel 9,335, 400 140, 958, 000 15-1 17-60 
NOT ibaa crc bhe «fe caraeve senna te ce Oe arate te 13, 867, 715 360, 187, 000 26-0 16-57 
nL hah natn. AAG eae Wa aah 3 ae UL ine tt 14, 362, 809 242,314, 000 16-9 15-85 
OT eee oe «hal Ui gee eR RD tle i 13,619, 410 211, 953, 100 15:6 14-98 
BRO Re het CO Ae Nea ga hc ei a Ria 16, 125,451 164, 436, 100 10:2 14-97 
DER Freier e ote es: Isc oh Soc Ras) Saat beaentsee a rete 17, 750, 167 165, 544, 300 9:3 15-85 
LODO NETS Heys BU Ont feet trian ewe 16, 841, 174 234, 138, 300 13-9 14-40 
AED West 0 ans re a BA A Cn A 22,181,329 280, 098, 000 12-6 14-67 
BREDA 4 a Ae Abs is eo rer nae a IRS ol 21, 223, 448 373, 194, 000 17-7 14-95 

a RS Pe ls av nd ee tee ade Yc A te 20,879, 558 452, 260,000 21-7 16-10 
Oa eee rains h doe SCRE EA ine Ghee ce ear 21,066, 221 235, 694, 000 11-2 17-65 

HL Oral st score ic texeuersiceaueta cis teens aiahor tet 19, 759, 648 367, 058, 000 18-6 17-22 
LODO RP ea MER foareirs epee Mme te motes 21,805, 314 380, 765, 000 17-5 17-58 

hI PAPC sR aa Be i aa he PAR crear RM 21,425, 656 454, 559, 300 21-2 16-84 
NOZS: Meavane Natt Ee os SoRVake Sect tes RIKI os ee 23, 158, 505 544, 598, 000 23-5 16-25 
LOO eRe ei cx. vce fo bony beer prere ter crates 24,297,116 | 281,664,000 11-6 16-07 
LOS Oe BARR ce ake eae apa ee eee ons 24, 807, 058 397, 300, 000 16-0 15-33 
BO 8 Tes elec erick, aa. Oe eRe en create 25, 586, 092 301, 181, 000 11-8 14-69 
OBE Rea i tant aa a,b ane LD au ig oe 26,395,000 | 422,947,000 16-0 13°33 
JR SRE cot Ee ae a RAS Ay BILD 25,177,000 | 263,004, 000 10-4 11-51 
Oey Oe eae th a Mencia Mayet ©, vente Mais 23,296,000 | 263,800,000 11-3 - 
VOSS. Fi MA SRe Ae PR OEOE ESV R 23,293, 000 264, 098, 000 11:3 - 
UT RR BERR me aren erst MiP Det EN Aisenea Sem tiny be 24, 837,800 | 202,000,000 8-1 ~ 
BY fpr an al ec Meg LI doll 24, 599, 000 159, 000, 000 6-5 - 


AVERAGES OF YIELDS, 1906-1937 


Source: Dominion Bureau of Statistics, Agricultural Branch, Ottawa. 


An idea of the variation in wheat prices may be gained from the 
following table, which gives the yearly average prices of No. 1 Northern 
wheat at the Head of the Lakes from 1890-91 to 1936-37. Actually the 
variation at the country elevator would be greater. 
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YEARLY AVERAGE PRICES OF NO. 1 NORTHERN. WHEAT, FORT WILLIAM- 
PORT ARTHUR BASIS, CROP YEARS 1890-91 TO 1936-37 


Crop year ending 
August 31 Cents per bushel 
SOO HOU es hte cis ae oy a a oe NE REN the tc ae eee 2 90- 
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Crop year ending 
July 31 
NYS, A eee ee Pas on Pe CR Co MERE SMUrhC EEE oi Chart Al ask ped Pav (4 ellos 
OD eo Orme Uk tyak ken 6 4.) Caeah ES cick sates, Chee EEW ae ea ane eT em eRe One One: 
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HOBO leat te hla aa ane eM a Done Me Kx SRbnah ing Fire > ae Fess etry sian Ma: 64: 
OG eS Dee tae Sieg tose b's. vita matspy ones hageelieges jain tee aieiis he Mee Aum: EARS 59- 
MOBOES ae aks sesh GR fo | RUS iat e EAD cra fo Gels Gh Rotates. lave Bag hare SOP OR oa 54: 
HOBBES Avene Lake ota n4 hs” Base aie Aen tay aes USS Be Se eg wl etn t | ae 68 
PES Gate ean cae RE A Be ee re sc Ue OM ey Smee Sane 85: 
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* Hight months, August, 1937 to March, 1938, inclusive. 
Source: Dominion Bureau of Statistics, Agricultural Branch, Ottawa. 
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Canada’s progress from an importing to a great wheat exporting coun- 
try is shown by the following table, giving the population of Canada and 
the production, imports, exports and home consumption of wheat in Canada 
1868-69 to 1936-37. The development of western Canada is mainly 
responsible for this change in Canada’s wheat production through the 
years. The production of soft winter wheat in Ontario has actually declined 


as the Prairie Provinces were developed. 
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PRODUCTION, IMPORTS, EXPORTS AND HOME CONSUMPTION OF WHEAT IN 
CANADA, 1868-69 TO 1936-37 


Esti. Imports! Exports! Niparent 
mated Pro- home 
popula- | duction | wheat Wheat eg Wheat Wheat Wheat con- 

tion flour flour? flour flour? sumption’ 
000 000 bush.} bush. brl. bush. bush. brl. bush. 000 bush. 


3,511 22,156} 3,591,948] 349,248) 5,162,564) 2,809,208 375,219) 4,497,694 22,822 
3,565 22,578] 4,402,773] 326,387) 5,871,515} 3,557,101 382,177} 5,276,898 23,178 
8, 625 16,724) 4,201,657] | 392,843] 5,969,451) 1,748,977 306,339} 3,127,503 23, 663 
3,689 23,149) 4,168,179} 376,372) 5,861,853] 2,993,119 453,144] 5,032,277 23,979 
3,754 28,838] 5,821,390) 278,832) 7,076,134) 4,379,741 474,190} 6,513,596 24,401 
3, 826 24,180| 8,405,616} 288,056) 9,701,868] 6,581,217 540,317) 9,012,644 24,869 
3,895 23,853) 5,105,158} 467,786) 7,210,195) 4,383,022 302,783} 5,745,546 25,318 
3,954 26,093) 5,855,656} 376,114) 7,548,169} 6,070,393 415,504] 7,940,161 26,701 
4,009 22,601| 4,589,051] 549,063] 7,059,835) 2,393,155 268,605} 3,601,878 26,059 
4,064 25,908) 5,635,411) 314,520) 7,050,751) 4,393,535 476,431] 6,537,475 26,416 
4,120 30,359| 4,210,165} 313,088] 5,619,061] 6,610,724 574,947| 9,197,986 26,780 
4,185 34, 276 10,176} 101,799) 468,272) 5,090,505 544,591] 7,541,165 27, 203 
4,255 32,350 76,652} 197,581} 965,767) 2,523,673 439,728} 4,502,449 28,813 
4,325 38,000} 345,909} 172,517) 1,122,236) 3,845,025 469,739} 5,958,861 33,163 
4,375 47,752 44,097} 264,956! 1,236,399) 5,867,458 489,046} 8,068,165 40,920 
4,430 30,841) 298,660} 531,188) 2,689,006 745, 526 197,389] 1,633,777 31,896 
4, 487 45,363} 373,101} 540,108) 2,803,587} 2,340,956 123,777) 2,897,953 45, 269 
4,537 42,736 66,084) 201,327] 972,056) 3,419,168 386,099] 5,156,614 38,551 
4,580 38, 225 22,540} 169,629} 785,871) 5,631,726 520.213) 7,972,685 31,038 
4,626 38, 954 12,042 62,482) 293,211] 2,163,754 350,115; 3,739,272 35, 508 
4,678 32,965 15,167] 258,813) 1,179,826 490,905 131,181} 1,081,220 33,064 
4,729 30,792) 188,934} 169,869) 953,345 422,274 115,099 940, 220 30, 805 
4,779 42,223) 147,521 57,489] 406,222) 2,108,216 296,784| 3,443,744 39,185 
4,833 60,721 66,113 36,559} 230,629} 8,714,154 380,996] 10,428,636 50, 523 
4,883 48,182 9,069 34,507} 164,851) 9,271,885 410,185} 11,117,718 37, 229 
4,931 41,347 60.773 82,506] 207,050} 9,272,208 428.610) 11,200,953 30,353 
4,979 43,221} 499,720 47,883} 715,194) 8,825,689 222,975) 9,829,077 34,107 
5,026 55,703) 142,131 41,436] 328,593) 9,919,542 186,716) 10,759,764 45,272 
5,074 39,570 83,589 26,377) 202,286) 7,855,274 421,758) 9,753,185 30,019 
5,122 54,418 58, 045 35,587} 218,187) 18,963,107; 1,249,438) 24,585,578 30,051 
5,175 66,495 35, 546 57,745] 295,399] 10,305,470 792,536) 18,871,882 52,919 
5,235 59,912 27, 262 50,659} 255,228] 16,844,650 768,162} 20,301,379 39, 866 
5,301 55,572} 104,782 46,638] 314,653] 9,739,758} 1,118,700} 14,773,908 41,113 
5,371 88,337] 148,326 47,143] 360,470) 26,117,530) 1,086,648) 31,007,446 57,690 
5,494 97,073 84,931 35,247| 243,543) 32,985,745} 1,287,766) 38,780,692 58,536 
5, 651 81, 888 37,171 40,849] 220,992) 16,779,028) 1,587,600) 23,923, 228 58, 186 
5, 827 71,838 92,406 42,397] 283,193) 14,700,315) 1,321,469) 20,646,926 51,474 
6,002} 107,033 64, 927 41,912} 253,531) 40,399,402) 1,532,014) 47,293,465 59,993 
6,097) 135,602 35,251 44,072) 233,575) 39,484,658} 1,562,491} 46,465,868 89,370 
6,411 93,131 104, 267 44,194) 303,140} 40,077,950} 1,667,903) 47,583,514 45, 851 
6,625) 112,434 28, 186 33,489) 178,887) 47,696,065} 2,008,349) 56,733,636 55,879 
6,800) 166,744 73,078 30,273} 209,307) 52,623,887] 3,374,268) 67,808,093 99,145 
6,988} 132,078} 107,903 66,608] 407,629} 48,442,780) 3,101,185} 62,398,113 70, 088 
7,207| 231,237} 140,626 52,191] 375,486! 78,786,889] 4,180,892! 97,600,903} 134,012 
7,389] 224,159} 619,031 60,079} 889,387] 95,510,826) 4,496,299) 115,744,172} 109,304 
7,63 231,717| 129,823 50,632} 357,667) 114,902,121) 4,596,739) 135,587, 447 96, 487 
7,879] 161,280) 1,964,466 47,905} 2,180,039} 63,901,874] 5,077,389) 86,750,125 76,710 
7,981} 393,543) 131,308 38,638} 305,179] 235,738,776] 7,426,437) 269,157,743} 124,690 
8,001} 262,781 86,043 48,531} 304,433] 140,223,819] 7,631,429) 174,565, 250 88,520 
8,060} 233,743) 183,639 21,693} 281,258) 118,579,601) 11,257,942) 169, 240,340 64,784 
8,148} 189,075} 290,891 6,815} 321,559} 55,921,319) 9,119,796) 96,960,401 92,436 
8,311) 193,260} 115,420 19,186) 201,757) 63,450,123) 6,455,429} 92,499,554) 100,962 
8,556} 226,508) 304, 642 33,357| 454,749] 136,968,832] 6,721,469] 167,215,443 59,747 
8,788} 300,858} 193,234 39,935) 372,942) 150,935,359) 7,740,960) 185,769,679} 108,759 
8,919] 399,786 93,571 67,544) 397,519) 229,849,410) 11,003,460) 279,364,980) 129,719 
9,010) 474,199 40,772 &8, 882} 440,741} 292,425,153) 12,021,424) 346,521,561 94, 650 
9,143] 262,097) 352,923 61,660] 620,393] 146,958,158} 10,169,692} 192,721,772 87,451 
9,294; 395,475) 154,963 49,829} 379,194] 275,557,078) 10,896,654} 324,592,021 62,501 
9,451} 407,136} 139,486 59,474] 407,119] 251,265,788) 9,247,824) 292,880,996) 100,191 
9,637} 479,665} 148,904 72,410] 474,749} 288,567,390} 9,865,754] 332,963,283) 120,172 
9,835} 566,726) 994,922 77,991) 1,345,881] 254,424,699] 11,808,775] 407,564,187} 133,805 
10,029} 304,520} 1,003,998 82,384! 1,374,726) 155,766,106} 6,778,023) 186,267,210) 111,943 
10,208} 420,672) 131,608 25,025) 244,221) 228,536,403] 6,701,663] 258,698,887] 139,487 
10,376} 321,325) 123,524 20,623) 216,328] 182,803,382} 5,383,594! 207,029,555} 117,560 
10,506} 443,061 51,320 27,043) 173,014} 240,136,568} 5,370,613} 264,304,327 99,123 
10,681] 281,892 10, 676 89,442) 413,165) 170,284,013) 5,454,636} 194,779,875] 104,518 
10,824) 275,849 2,794] 198,640) 896,674} 144,374,910] 4,750,310} 165,751,305} 101,583 
10,835} 281,935 15,111 61,422} 291,510) 232,019,649) 4,978,917) 254,424,775} 121,702 
11,028) 229,218) 146,959 56,986} 403,396) 174,858,160} 4,525,665) 195,223,653) 109,740 


i 


1 Years ended June 30, 1869 to 1905, and July 31, 1906 to 1937. 

; ie Wheat flour has been converted into bushels of wheat at the average rate of 44 bushels to the barrel of 196 Ib. 
of flour. 

3 Tn calculating the apparent home consumption, stocks of wheat on hand at July 31 have been included since 
1921 and stocks of wheat flour since 1926. The consumption figures for these years are not, therefore, strictly com- 
parable with the figures for the earlier years, for which data on carry-over stocks are not available. 

*Production figures from records of the decennial census. 

Source.—Septem ber, 1937, Monthly Bulletin of Agricultural Statistics. 
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WESTERN CANADIAN AGRICULTURE IN THE CANADIAN ECONOMY—INTERNAL 
AND EXTERNAL 


Canada’s economic policy, stated in general terms, has been one of 
protection to industry and certain minor branches of agriculture, with con- 
siderable importation over the tariff from the United States and Great 
Britain and reliance on export of primary products and manufactures there- 
of to balance her international indebtedness. Capital for early development 
came mostly from the Old Country, creating a net debtor position that has 
persisted to this day. 

The tariff and related imposts cause increased production and living 
expenses on the western farms and when added to taxes on land value, 
mortgage charges, etc., do not correlate well with a farm income noted for 
its variation with the weather and foreign demand. These taxes in turn 
cannot be shifted by the farmer to any great extent since the factors deter- 
mining grain prices are of world wide scope. 

As an offset, it has been a matter of government policy to effect reduc- 
tions in the cost of marketing. A great deal has been done to promote 
efficient marketing of the wheat crop in which western Canada is com- 
paratively advantaged and upon which Canada largely depends for the 
balance of her international indebtedness. 


Farm Capital and Value of Production 

The current value of farm capital in Canada in 1937 (including land 
and buildings, implements and machinery, and livestock and poultry) was 
$4,626,161,000. Of this amount, the three Prairie Provinces accounted for 
$2,026,254,000. The constituent items were land and buildings, $1,5389,- 
646,000, implements and machinery, $261,882,000, and live stock and 
poultry, $224,726,000. 

In the same year, 1937, the gross value of agricultural production in 
Canada was $1,051,698,000, of which the three Prairie Provinces con- 
tributed $390,643,000. All field crops accounted for $273,592,000 of this 
latter figure and wheat was valued at $157,560,000. Of course, this was 
far from a normal year in western agriculture. These are the indications 
of the tremendous investment in Canadian agriculture. 


Farm Population 

At the 1931 census, some 4°8 millions of Canada’s total population 
of 10-4 millions were classed as rural and this was the first time in 
which urban population exceeded rural. The Prairie Provinces, as dis- 
closed in the following table, have remained essentially rural. 
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PERCENTAGE RURAL OF TOTAL POPULATION 


a 1901 1921 1936 


Manito Bei Rig ltne x cctd elatberctey oko iets ~ oka che Sr RPA lara mene Sora dan 72-4 5 56-3 
Sala GO OW Alle. vais: Geer inet Raicre ie GOAGe Th cde Ate herent Lee rati 84-4 71-1 69-9 
TAT Berta aes eRe ef ae Fryer ty ak Ay he Rie PROS NN Oc Fe 74-6 62-1 62-9 


Source: Census data. 


Farm Ownership and Tenancy 
Western Canada is rapidly changing from farm ownership to farm 
tenancy. The following quotation is illustrative: 


“Twenty-five years ago (1911), 83-4 per cent of the farmers 
of Manitoba, 90:6 per cent of the farmers of Saskatchewan and 
92-0 per cent of those of Alberta owned the farms which they 
operated, whereas in 1936 the percentages were as follows: Mani- 
toba 67:2 per cent, Saskatchewan 60-3 per cent, and Alberta 
66:9 per cent.” 


Source: Canada Year Book, 1937, p. 270. 
There were also large increases in the number of partly owned and partly 
rented farms in each province during this period. Such changes are 
related to the decrease in the value of land and the increase in mortgage 
and other indebtedness. 


Internal Importance of Canadian Agriculture 


Canadian agriculture is a very important factor in the economy 
of Canada. The purchasing power of the farmer is a decided influence 
in providing manufacturing, tramsportation and distribution interests 
with employment and revenues. Basing calculations on the last Dom- 
inion census of 1931, farm expenditures for labour, taxes, feed, fertilizers, 
farm machinery, light and power, annual charges on farm mortgages, 
gasolene, oil and repairs, binder twine and other supplies, it is estimated 
that Canadian farmers spent 557 million dollars for these items. Food 
would account for another 325 million dollars and clothing at least 75 
millions. These items totalling nearly a thousand million dollars repre- 
sent the value of farm purchasing power to the Dominion. It is further 
calculated that about one-third of this purchasing power arises from the 
Prairie Provinces. 

Farm production forms the raw material of Canadian manufactur- 
ing and processing concerns to the extent of about one-quarter of the 
total gross value of their output. 

About 20 to 25 per cent of the revenue freight loaded on Canadian 
railways is made up of grain and grain products and live stock. A large 
part of the Great Lakes freight is made up of grain moving eastward for 
export. It is very important also to note that in periods of depression 
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there is only a slight contraction in the volume of farm products moving, 
compared with the major decline in the movement of industrial goods. 
Agriculture thus acts as a stabilizer to the revenues of transportation 
interests. 


External Importance of Canadian Agriculture 


In external trade, products of farm origin made up nearly 40 per 
cent of our total exports in 1936-37, with wheat and wheat flour provid- 
ing 23 per cent. The total value of domestic exports was $1,061,181,906, 
of products of farm origin, $422,163,595, and of wheat and wheat flour, 
$245,048,047. Other grains add to over 21 million dollars and other 
grain products over 15 million dollars. These percentages are lower than 
was formerly the case because of the impediments to trade in wheat 
common throughout the world. 

These statistics reveal the importance of agricultural exports (and 
wheat, in particular) in balancing the international exchange of Canada, 
which is a net debtor country. Payment for imports and for interest 
and retirement of our national debt held in other countries is largely 
dependent upon Canada’s continuation as an export country. 

A study of relevant statistics impresses one with the fact that 
domestic utilization of Canadian foodstuffs produced in surplus amounts 
has declined very slightly in recent years. The great change has been 
in foreign demand. The~marketing troubles besetting western agricul- 
ture can therefore be appraised as foreign and, to a large extent, uncon- 
trollable. Diminished effective demand is the important change. 

A basic difficulty of agriculture is that production is not controllable 
as in industry. Unless nature limits the output, the full force of depres- 
sion in demand is felt in the price factor; in manufacturing, employment, 
wages and prices all bear part of the burden. 

Undoubtedly, the western producer works under a disadvantage in 
Canada’s fiscal policy. This was repeatedly emphasized in evidence 
before this Commission. The compensation suggested for this disability 
included measures directed toward reduction of production costs, con- 
tinued improvements in marketing and handling methods from the stand- 
point of efficiency and economy, and any possible steps that can be taken 
to better overseas demand. 

It is estimated that British and foreign investments in Canada at 
January 1, 1935, amounted to $6,887,812,000, a figure which is counter- 
balanced to some extent by Canadian investments in other countries of 
$2,083,341,000. (Canada Year Book, 1937, p. 872.) The net liability is 
still a large amount and must remain a principal determinant of our 
economic policy. The continuation of our export trade 1s essential and 
because of the important place of wheat in such trade, it deserves special 


consideration. 


Cuaprter III 
METHODS OF MARKETING 


The first enumerated paragraph in the Order in Council calls for an 
Inquiry into: 
1. “The methods now or heretofore employed in marketing 
Canadian Grains abroad, including Government Grain Boards, co- 
operative or pool marketing, price stabilization measures and the 
open market or competitive method; and the effect of these various 
methods upon markets.” 


Before discussing these various methods in detail and from the stand- 
point of the controversies which surround them, I find it useful to review 
in bare outline the history of the years which have gone by and the place 
which each system of marketing has occupied from time to time. It will 
be convenient in doing this to begin with the method described in the 
paragraph as “the open market or competitive method;” because, with 
the exception of two intervals, one during the Great War and one immedi- 
ately after its close, this method of marketing Canadian grain has prevailed 
constantly, though not always exclusively, from the beginning of western 
Canada’s export trade down to the present time. 


Tue Oren Marker or COMPETITIVE MretrHop 


The history of the open market or competitive method may be divided 
into two periods: that which went before the existence in Canada of a futures 
trading system, and that which has been going on since the coming into 
operation of this system in its present form in Winnipeg in February, 1904. 

From the beginning, and regardless of the particular systems prevailing, 
the grain grower and those concerned in his welfare have always been 
interested in securing the best possible return for the product shipped from 
the farm to the market. At first the wheat was bought for export to Europe 
by traders who did not. hedge their purchases but bore, themselves, the full 
risk of price fluctuations until they had resold at an Atlantic port, generally 
New York. The only evidence we have of those early days, which is now 
incomplete and fragmentary, indicates that a wide spread of probably 
ten cents a bushel on wheat of the straight grades was taken between the 
prevailing British price and that paid to the farmer at the time of purchase, 
this spread being in addition, of course, to the necessary carrying and 
shipping charges. At a later period some firms came into the business who 
hedged their purchases in New York, Chicago or Minneapolis; but the 
spread between producer and consumer prices, apart from carrying and 
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shipping charges, still remained relatively wide because hedging in these 
United States markets was not altogether satisfactory. This was the first 
period of the open method of marketing and it came to an end when futures 
trading was established in Winnipeg. 

However, it must be added that in those early days, and especially 
before the enactment of the Manitoba Grain Act, 1900, several factors 
other than the lack of a futures market in Canada had a bearing on the 
wide spread taken between overseas prices and those paid to the producer. 
These were uncertainty as to grade and quality, scarcity of cars, inadequate 
elevator space and loading platforms, the high cost of handling grain in 
small volume, slower communications and lack of broad and precise market 
information. 

The reasons which actuated those who brought the present system of 
futures trading into being in Canada and the steps which they took to 
achieve their purpose are set out in the statement submitted to me in 
Winnipeg by Mr. Frank Fowler who has been manager of the clearing 
house since its establishment. The full name of the clearing house is the 
Winnipeg Grain and Produce Exchange Clearing Association. Mr. Fowler 
says: 

“This Association obtained incorporation under the Joint Stock 
Companies’ Act of Manitoba in June, 1901. Its incorporators, 
along with others, after having a few years’ experience in handling 
the grain crops of the West, during which they protected their pur- 
chases in the country with hedges in Chicago, decided they could 
not continue placing their hedges in a market in which they could 
not make delivery, and consequently through the Winnipeg Grain 
Exchange established a futures market in Winnipeg where futures 
contracts could be completed by the delivery of, and payment for, 
the grain stipulated in such contracts. Then, for the purpose of more 
efficiently and economically exchanging the daily balances due to 
the fluctuations in the price of grain and for the added security to 
contracts, a number of members of the Winnipeg Grain Exchange 
established this Clearing Association. Not all members of the 
Exchange are members of the Clearing Association, but all members 
of the Clearing Association must be members of the Exchange. 

“The affairs of the Association are managed and administered 
by a Board of nine Directors, who in turn elect a President, Vice- 
President, Secretary-Treasurer and Manager. I was appointed 
Manager in the fall of 1903, and proceeded to organize and staff an 
office for clearing futures trading in western grain on the Winnipeg 
Grain Exchange. This took considerable time, but we finally com- 
menced trading in futures and clearing the trades on the 2nd day 


of February, 1904.” 


The immediate effect of the establishing of the futures trading and 
clearing house system in Winnipeg was considered to be beneficial to the 
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producer. This is evidenced by the report of a Royal Commission appointed 
by the Dominion Government on July 19, 1906, and which reported on 
October 11, 1907. This report says: 

“The work of the Grain Exchange in establishing and sys- 
tematizing a market in Winnipeg for the handling of the crops of 
the West has been a great benefit to the country. The restrictions 
placed upon its members in providing for the fulfilment of con- 
tracts, the establishment of a clearing house in which contracts are 
protected day by day give the banks the necessary confidence and 
surety in advancing money to the trade with which to handle the 
crop. This has brought the producer much nearer to the consumer 
than he at one time was and no doubt is of great financial benefit 
to him.” 


Peculiar importance is to be attached to this statement by reason of 
the composition of the commission responsible for it. The commissioners 
were Mr. John Millar, Mr. W. L. McNair and Mr. George E. Goldie. Mr. 
Millar is and was then a farmer and wheat grower in the Indian Head 
District, who took an active part in farmers’ movements. He was the 
first secretary of the Territorial Grain Growers’ Association which was 
organized in 1901 and of which the Honourable Dr. W. R. Motherwell, 
M.P., was first president, and was later a member of Parliament from 
Saskatchewan. Mr. McNair was a prominent Manitoba farmer and Mr. 
Goldie was a miller in eastern Canada. These men were therefore in con- 
stant touch with grain marketing questions both before and after the 
adoption of futures trading in Canada and had their own experience to 
guide them in reaching conclusions. 

As the years went on, however, a different sentiment concerning the 
futures trading system made itself felt among large numbers of grain 
growers. The Royal Grain Inquiry Commission of 1923-24 heard charges 
against the system which are summarized in the Commission’s report at 
page 128 as follows: 

“That speculation either on the cash or futures market 
injuriously affects the farmer and the community: (a) the price of 
grain is thereby unduly depressed in the autumn when the farmers 
are selling the bulk of their crop; (b) lucrative profits are made by 
speculators, scalpers, etc., through gambling with the farmers’ 
product; (c) disastrous losses are made in speculation.” 


The report deals with these charges on pages 130 to 139 and on this 
last page it lays down 12 conclusions the effect of which is to favour the 
futures trading system as being, on the whole, beneficial to the producer. 

Later on, dissatisfaction again induced government action and in 
1931 another commission was appointed to deal solely with this question 
of futures trading. The report of this Commission, after pointing out the 
difficulties involved in the problem, concludes as follows: 
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“ However, in brief, our answer to the question submitted is 
that in addition to the benefits reflected to the producer in furnish- 
ing a system of insurance for the handling of his grain, and in pro- 
viding an ever-ready and convenient means for marketing the same, 
futures trading, even with its disadvantages of numerous price 
fluctuations, is of distinct benefit to the producer in the price which 
he receives.” 


During the course of this present investigation the merits of the system 
were again called in question and the advisability of allowing it to con- 
tinue in existence in Canada was challenged. 


THe Boarp or GRAIN SUPERVISORS 


The first departure from the open and competitive futures market 
trading system took place by Dominion Government action during the 
war. On June 11, 1917, an Order in Council was passed creating “ The 
Board of Grain Supervisors of Canada.” The reasons for this action 
appear in the preamble to the Order in Council, which reads: 


‘Whereas, by reason of war conditions, it is considered neces- 
sary to provide means whereby the grain of Canada in excess of 
domestic requirements may be made available for purchase by or 
on behalf of His Majesty’s Government of the United Kingdom 
and of the Allied Powers, and that the distribution of domestic 
requirements be controlled in such manner and under such condi- 
tions as will prevent to the utmost possible extent any undue 
inflation or depreciation of values by speculation, by the hoarding 
of grain supplies, or by any other means.” 


The Board marketed the remnant of the wheat grown in 1916 and 
the whole of the wheat crops of 1917 and 1918. 

The principal powers conferred upon the Board were to take posses- 
sion of the wheat; to fix prices which “as far as possible and having 
regard to position and the cost of transportation” were to be uniform 
throughout Canada for grain of the same kind, quality and grade; and to 
resell the grain thus acquired to millers and to: 

“ overseas purchasers representing or acting for the Government 
of the United Kingdom or for any of the allied nations or for any 
combination of the same.” 


The prices paid by the Board were, basis No. 1 Northern in store 
Fort William: for the remainder of the 1916 crop, $2.40 a bushel; for the 
1917 crop, $2.21; for the 1918 crop, $2.243. 

The object of the Government in establishing this Board appears to 
have been to assist in providing a sufficient supply of grain to Great 
Britain and her allies and also to fill domestic requirements at reasonable 
prices. It was at this time that the Government, having the same purpose 
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in view, launched a nation-wide campaign for the extended production of 
wheat and other foodstuffs. 

By order of the Board of Grain Supervisors trading in wheat for future 
delivery on the grain exchange was suspended from and after September i, 
1917. This suspension continued until July 21, 1919. 

On this last date futures trading in wheal was resumed, but it lasted 
only until July 29, 1919. On July 31 an Order in Council was passed again 
suspending futures trading and establishing the Canadian Wheat Board 
with instructions to handle and market the wheat crop of 1919 and that 
portion of the crop of 1918 which might remain undelivered to the Board 
of Grain Supervisors on August 15, 1919. 


THE CANADIAN WHEAT Boarp, 1919-20 


The reasons for the creation of the Canadian Wheat Board are stated 
as follows in the Order in Council: 


“ As regards the crop of 1919, and any other wheat undelivered 
on the 15th day of August, 1919, it does not appear that there will 
exist in importing countries likely to require or purchase same, 
any organized buying at fixed prices such as prevailed in recent 
years, nor any open and stable market of the character that obtained 
prior to the war. 

“The United States Government has through a constituted 
agency undertaken many months ago and during the continuance 
of active hostilities in the present war, the purchase at a fixed 
price, of the crop of that country for the year 1919, and the 
marketing of same at home and abroad. 

‘Under these abnormal conditions, resulting in uncertainty of 
price and instability of market, it would appear that in order to 
secure that early movement of the Canadian crop which is so 
essential, and that fair distribution among our wheat producers of 
the actual value of their product, as determined by the world demand 
for same throughout the entire season of marketing, which is equally 
desirable, action should be taken by the Government, looking to the 
purchase, storage, movement, financing and marketing of the wheat 
grown in Canada in 1919, and other wheat undelivered in Canada 
on the 15th of August, 1919.” 


The difference in the manner of operating between the Canadian Wheat 
Board of 1919-20 and the Board of Grain Supervisors was that the new 
board, instead of buying the wheat outright at a fixed price as the earlier 
board had done, paid the producer or other person delivering the wheat 
an advance which was fixed at $2.15 a bushel on the basis of No. 1 
Northern in store at Fort William, and remained accountable to the sellers 
for any profits it might realize on its resales after deducting all expenses. 
In the result, additional payments of 30 and 18 cents a bushel were made, 
bringing the total price of the wheat up to $2.63 per bushel. 
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The operations of the Canadian Wheat Board of 1919-20 having come 
to an end, futures trading was resumed on August 18, 1920 and has gone 
on continuously ever since. 


Tue Poois 


The next modification in the system of wheat marketing occurred with 
the coming into action of the Pools in Alberta, Saskatchewan and Manitoba. 
The main objects of these Pools are to be found by reference to the contract 
signed by each Pool with the grower and which is in identical terms in the 
case of the three provinces. The preamble to the contract, taken from the 
Alberta form, reads: 


“ Wuereas, the undersigned Grower desires to co-operate with 
others concerned in the production of wheat in the Province of 
Alberta and in the marketing of the same, hereinafter referred to 
as Growers, for the purpose of promoting, fostering and encouraging 
the business of growing and marketing wheat co-operatively and 
for eliminating speculation in wheat and for stabilizing the wheat 
market; for co-operatively and collectively handling the problems 
of Growers and for improving in every legitimate way the interests 
of Growers in the Province of Alberta and for other pertinent 
purposes: 


“ Anp WHEREAS, the Association has been formed under ‘ The 
Co-operative Association Act’ of the Province of Alberta with full 
power to act as agent, tactor, mercantile agent and attorney in fact, 
to handle wheat produced and delivered to it by its members, and 
with such further powers as are set forth in its Memorandum of 
Association ”’; 


The Alberta Pool was the first in the field and became organized in 
time to handle a portion of the 1923 crop, about 34,000,000 bushels. 
Although the elimination of speculation was one of the principal objects of - 
the Pool, and the Pool did not hedge its grain, its operations were not 
carried on altogether outside the Winnipeg Grain Exchange and the 
Exchange’s marketing facilities. The operations of the Alberta Pool were 
inquired into in the winter of 1924 by the Royal Grain Inquiry Commis- 
sion which was then sitting, and reference to the evidence given is to be 
found in the Commission’s report at page 131. The Mr. Jaffray referred 
to is Mr. H. T. Jaffray, then chairman of the western subsection of the 
Canadian Bankers Association: 

“The Alberta Pool which had received a line of credit, Mr. 
Jaffray stated, was not required by the banks to hedge its grain 
because the farmer gets only a partial advance and carries all the 
risk himself. That is, the farmer retains such a substantial interest 
in the grain until it is ultimately disposed of that it is sufficient to 


57642—3—R 


34 


protect the advance the bank makes against any loss. Loss, if it 
occurs will fall upon the Pool members themselves. The witness 
believed that without hedging the farmer (that is the non-pool 
farmer) would be unable to dump his large crop on the market 
within three months of the harvest season without taking a smaller 
price for it. Evidence was later given by Chester Elliott, Western 
Sales Manager for the Alberta Pool, that the Pool had sold wheat 
for future delivery ‘when prices looked attractive’ and had also 
used the futures market in connection with the export business ‘ to 
accommodate the buyer.’ Mr. Elliott, however, said they did not 
use the market to hedge the grain of which control had been 
acquired in the country.” 


In 1924 the organization of the three Pools was completed. They 
then decided to get together in setting up a combined selling agency in 
Winnipeg, and this’ was done by the incorporation in August 1924, under 
the Companies Act of Canada, of Canadian Co-operative Wheat 
Producers, Limited. The new company was to act as selling agent for the 
three Pools on a non-profit basis. It became known as the Central Selling 
Agency, and its objects, as stated in its charter, were: 


“To be an agricultural organization instituted for the purposes 
of mutual help, to serve as the central marketing association for the 
corporations and persons mentioned in Section (a.1) hereof, (the 
three Pools) but for no others; to improve methods and reduce costs 
of marketing grain; to reduce speculation, manipulation and waste, 
and all unnecessary transactions in such marketing; to increase 
consumption, build up new markets and develop new uses for grain; 
to market same directly and with regularity, so as to furnish it 
economically to the users thereof; and to preserve for the growers 
and the public their proper profits and economies.” 


I notice that while the contract between each Pool and the growers 
expressed the intention of “eliminating” speculation, the object of the 
Central Selling Agency in this regard was stated to be to “ reduce” specu- 
lation. I do not know whether this change in language was meant to have 
any real significance, or whether the modified wording in the later charter 
was intended to provide for the operations described by Mr. Chester - 
Elliott in 1924 when he spoke of selling wheat for future delivery “ when 
the prices looked attractive” and using the futures market “to accom- 
modate the buyers” (which means accepting from the buyer of cash 
wheat a futures contract held by him). In any event the Central Selling 
Agency took membership on the Winnipeg Grain Exchange and, in the 
course of its operations, it had recourse from time to time to practices 
usually considered to be speculative; but this will be gone into later. 
It will suffice for the present to point out that the Pools, through their 
Central Selling Agency, pursued a marketing policy different in one major 
respect from that pursued by elevator:-companies and others buying wheat 
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in large volume for re-sale, in that they did not hedge the wheat they 
held for sale but carried their ‘own risk of fluctuations in prices, dispos- 
ing of their wheat from time to time throughout the year. They adopted 
this policy out of conviction that the hedging of great quantities of 
wheat in the futures market in the early delivery months had a depressing 
effect upon prices. As the Pools handled over 50 per cent of all the wheat 
marketed during their period of full activity, the effect upon prices of 
their non-hedging policy might be expected to have been noticeable if 
their conviction was well founded. On the other hand the risk they were 
carrying was great, but it might be argued that it was no greater than 
were their chances of gaining by not committing themselves to a price 
early in the crop year. 

In 1925 the Saskatchewan and Alberta Pools began the pooling of 
coarse grains and the Alberta Pool adopted the same measure in 1929. 

The first four years of Pool operating appear to have produced 
results satisfactory to Pool members. But the wheat crop of 1928 turned 
out to be the largest in the history of Canada and at the end of the crop 
year the Pools had a large quantity of this wheat still unsold. This 
handicapped the selling of the 1929 crop. On July 11, 1929, when the 
Winnipeg closing cash price for No. 1 Northern wheat was $1.444, the 
Central Selling Agency fixed the initial payment to be made in respect to 
the 1929 crop at $1 per bushel on the basis of No. 1 Northern at Fort 
William. This initial payment proved much too high. Prices fell so that 
in the result the over-payment made on this basis amounted to 18 cents 
a bushel. The Pools’ total deficit in respect to wheat and coarse grains 
was ultimately placed at $24,300,000. 

The amount advanced by the banks to the Pools to make the initial 
payment of $1 in 1929 having become jeopardized by a fall in prices 
which reduced the margin between the market value of Pool grain and 
the indebtedness to less than the stipulated 15 per cent, the banks wanted 
some action taken. In February 1930 the Governments of the three 
Prairie Provinces gave the banks a guarantee against loss in respect 
to the 1929 crop and the remainder of the 1928 crop. 

The year 1930-31 produced new difficulties. An initial payment of 
70 cents for No. 1 Northern was fixed on July 10 when the Winnipeg 
closing cash price was 95 cents. The guarantee of the provincial Govern- 
ments did not extend to the 1930 crop. The initial payment was reduced 
on August 14 to 60 cents, again to 55 cents on September 11 and finally 
to 50 cents on November 8. 

Prices continuing to fall, the Dominion Government was called upon 
for assistance, and through an arrangement entered into by the Central 
Selling Agency and approved by all parties, Mr. John I. McFarland 
became Manager of the Central Selling Agency in November 1930, taking 
charge of the carry-over and of the 1930 crop. Dominion Government 
guarantees were then given to the banks. 
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On July 31, 1931, the Pools became separated from the Central Selling 
Agency and since then have operated as separate entities carrying on a 
country and terminal elevator business. They also operated voluntary 
selling pools, each in its own province, for those of their members who 
wished to pool their grain. This voluntary pooling went on for the four 
years 1931-32-33-34, but was discontinued upon the establishment of the 
Canadian Wheat Board in the summer of 1935. The voluntary pooling 
operations were of small volume, slightly less than 20 million bushels of 
wheat being marketed in that manner during the four years. 


PRICE STABILIZATION MEASURES 


Shortly after the assumption by Mr. McFarland of the management 
of the Central Selling Agency in November, 1930, there began what is 
referred to in the Order in Council as the “ price stabilization measures.” 
These went on until the fall of 1935 and were financed by the banks under 
Dominion Government guarantee. In speaking of these stabilization 
measures in their relationship to the futures market, all that may be said 
is that they consisted in holding unusually large quantities of grain out of 
the cash market for long periods of time and in adding to the Central 
Selling Agency’s cash wheat by the buying of futures. The reasons given 
for this policy were: excessive world supplies, a scarcity of buyers and 
ruinously low prices. These practices were contrary to those which had 
been followed by the Central Selling Agency up to that time. They were 
intended to secure better prices for wheat by abstaining from selling freely 
and continuously, and to resist downward pressure on prices by buying 
futures, especially in the fall months. The unusual element thus furnished 
to the market was the existence of this agency acting on a very large scale 
under Dominion Government guarantee. When Mr. McFarland took charge 
of the Central Selling Agency in November, 1930, the quantity of wheat on 
hand was 86,935,000 bushels, with Pool contract wheat still to come in 
during the crop year. At the end of that crop year, he had a carry-over of 
75,164,000 bushels of which 47,555,000 consisted of futures, and 27,609,000 
of cash wheat. When Mr. McFarland’s activities came to an end in the 
fall of 1935 he had on hand, on Central Selling Agency account, 205,187,000 
bushels, of which 58,728,000 bushels were cash wheat and 151,459,000 
futures, 


THE CanaDIAN WHEAT Boarp, 1935 


The next agency to be created was the present Canadian Wheat Board 
established by Dominion Statute in July, 1935, and acting with the financial 
support of the Government. 

The Wheat Board took office on August 14, 1935, with Mr. McFarland 
as chief commissioner. The statute empowered and instructed the Board 
to acquire and to sell all the wheat and the contracts for the delivery of 
wheat held by the Central Selling Agency, and also to receive and to sell 
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all wheat delivered to it by producers. In receiving wheat from producers, 
the Board was to pay the producer a price to be fixed by the Board with 
the approval of the Governor in Council and to deliver to him a participa- 
tion certificate entitling him to share, with all other producers dealing with 
the Board, in the equitable distribution of the surplus, if any, of the opera- 
tions of the Board during the crop year. Mr. McFarland continued to act 
as manager of the Central Selling Agency up to the time he resigned from 
the Wheat Board on December 2, 1935, and, during the autumn months of 
1935 preceding his resignation, he continued to buy and sell on stabilization 
account. 

On December 8, 1935, Mr. J. R. Murray was appointed chief com- 
missioner. The new Board took over from Mr. McFarland’s administration 
90,189,187 bushels of wheat and wheat contracts in respect of the 1935 
crop. At the same time there was in the account of the Central Selling 
Ageney the 205,187,000 bushels of cash wheat and of futures contracts 
already referred to. The acquisition of these 205,187,000 bushels, called 
“stabilization wheat” was later completed as of December 2, 1935. The 
terms of the acquisition showed a loss to the Government, under its guar- 
antee, of $15,856,645.83 on ruling prices. 

The Board with Mr. Murray as chief commissioner proceeded to dispose 
of this stabilization wheat and the wheat of the 1935 crop. At the end of 
the 1935-36 crop year there were left on hand 82,667,891 bushels of stabiliza- 
tion wheat and 2,030,761 bushels of 1935 crop wheat. The initial price 
fixed under the provisions of the Act for 1935 wheat was 874 cents for No. 1 
Northern in store Fort William or Vancouver. As the operations of the 
Board in respect of this wheat resulted in a loss of $11,858,104.18, there 
was no surplus to be distributed among the producers. 


Tue CANADIAN WHEAT Boarp, 1936-37 AND 1937-38 


Respecting the crops of 1936 and 1937 the Board has this to say in 
its annual report for 1936-37: 


“In accordance with Section 8, subsection (a), of the Canadian 
Wheat Board Act, 1935, the Board, on July 29, 1936, fixed a price 
to be paid to the producers for wheat delivered to the Board, subject 
to the approval of the Governor in Council, of eighty-seven and 
one-half cents (874c¢.) per bushel for No. 1 Northern at Fort Wiliam 
or Vancouver. On August 28, 1936, this price was approved by the 
Governor in Council to become effective only if the closing market 
price for wheat dropped below ninety cents per bushel for No. 1 
Northern Wheat in store Fort William. During the period from 
August 1 to August 28, 1936, the Board took delivery of 617,655—-21 
bushels of wheat from producers of which 559,663-47 bushels were 
subsequently returned to the producers, while 57,991-34 bushels were 
settled for at the open market price to producers who elected that 


alternative. 


38 


“The price to be paid to producers for the 1937-1938 season was 
fixed on the same basis as in the previous season, namely eighty- 
seven and one-half cents (874c.) per bushel for No. 1 Northern 
Wheat, in store Fort William or Vancouver. As in the previous 
year, this price was approved by the Governor in Council to become 
effective only if the closing market price for wheat dropped below 
ninety cents per bushel for No. 1 Northern, in store Fort William.” 


During the crop year 1936-37 and up to the present time in this crop 
year 1937-38 the closing market price for No. 1 Northern wheat has not 
dropped below 90 cents. 

The liquidation of stabilization wheat was continued during 1936-37, 
and at the same time the Board sold the remaining 2,030,761 bushels of the 
1935 crop. The result of these operations is found in the following extract 
from the Board’s report: 


“The net results of the Board’s wheat operations to July 31, 
1937, at which date the Board was holding 6,964,000 bushels of 
futures contracts against seed requirements for the 1938 crop, may 
be summarized as follows: 


Profit on Wheat taken over from Canadian Co-operative 
Wheat Producers Limited at market nae of 
December 2.) 1935 4 Meee a sublease 2H ; . $25,485,526 66 


Less: 


Amount necessary to repay advance to Board by Domin- 
ion Government against estimated loss (figured at 
market prices of December 2, 1935), on Wheat 
taken over ates Mit Ce “operative Wheat Pro- 


ducers Limited... .. NY. RRs BE OS 856 64 omsS 
Net Profits.) oo eal tere fae) caete? ciattate Here eee an OD OL; OSmmeT 
Less 
Loss on Board Operations— 
L935 eropy shee Le Me ome so yeti cian 18 
L936 Tero ces ah ce Mure eter adele 9,574 88 11,907,679 06 
Net Loss as atituly 81, F987 cone a he es ce eS. eee TOON nom 


Speaking to-day of the Canadian Wheat Board in relation to the 
“open market or competitive method” of marketing with the futures trad- 
ing system as its mode of operation, it can only be said (1) that the Board 
did not hedge the wheat it had for sale, and (2) that it has put an end to 
the stabilization proceedings above described. 

Since the Board’s marketing activities in respect to the 1937 crop are 
suspended in view of the market prices prevailing, which have constantly 
been above the 90 cents level, it may be said that Canadian grain is now 
being marketed under the open market, competitive, futures trading system, 
as it was before the war and during the period between the end of the 
operations of the Canadian Wheat Board 1919-20 and the coming into 
the field of the Alberta Wheat Pool in the fall of 1923. 


Cuaptrmr IV 
FUTURES TRADING 


It will now be in order to look into the operation of the open market 
system with its attendant futures trading device. This task has been 
performed several times in the past and at some length by Royal Com- 
missions, for instance in 1923-24 and in 1931. It will be necessary, how- 
ever, to treat the subject again on this occasion (although more briefly in 
some respects), in the first place because the Order in Council calls for a 
report on this, as well as on other methods of marketing, and in the second 
place because upon this inquiry the futures trading system, as I have 
already remarked, has once more been challenged as inefficient and as 
detrimental to the wheat grower. That this unfavourable opinion is held 
by many is evidenced, among other material submitted, by the considered 
statement made by the Pool organizations of Alberta, Saskatchewan and 
Manitoba as appears in their brief (Ex, 398), and in particular in what 
I find at page 8 of that document where the following is submitted: 


“We are satisfied that the futures market does cause fluctua- 
tions not justified by the supply and demand for wheat, and this 
fluctuating price does not necessarily reflect world value. Indeed, 
it would appear to be true to say that the futures market is not a 
system of intelligent merchandising; it is merely an example of 
irresponsible mob blundering. This tendency toward instability in 
price, which many farmers are convinced is aggravated by specu- 
lation, is one of the most serious indictments numerous farmers 
level against the futures market.” 


Tur FARMER AND THE WHEAT MARKET 


It must be noted at the outset that in estimating the efficiency of the 
futures trading system, or of any other marketing system, the test, for 
present purposes, must be whether the system in question is of superior 
advantage to the grower of Canadian grain; that is, whether it is more 
effective than any other known or proposed system in obtaining a good 
price for the grower’s product and in increasing the sales volume of that 
product. 

The farmer is brought face to face with the mechanism of the market 
when his wheat is threshed and ready for delivery at a country elevator 
point. This wheat will usually become available for consumption only 
later on, at some distant place, and it is for the farmer himself to deter- 
mine the time when he will give up his property in it and allow it to go 
forward into the channels of trade. He knows that a certain price is 
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available to him at once in cash. He also knows that this price may rise 
or fall during the weeks and months to come. Between him and the 
person who will ultimately consume his wheat there is therefore the risk 
or chance of a change in price. Some one must carry that risk. The 
farmer may carry it himself for a part of the time by keeping the wheat 
on his farm, if he has the facilities, or by storing it in an elevator, or by 
handing it over to a co-operative selling organization, if he belongs to one, 
and entrusting the time of its sale to that organization. 

But while someone must carry the risk, the farmer himself need not 
do so, any longer, in the usual case, than it takes him to deliver his wheat 
to a country elevator ready to buy it from him. Once he has sold his 
wheat it leaves his possession and he can make no further profit or loss 
out of it; the risk or the chance attendant upon it up to the time of its 
eonsumption is carried by others. 


Tuer Risk or Prick CHANGE 


But the person buying the wheat from the farmer may likewise get 
rid of his risk, in cases where a risk subsists, by selling either directly to 
a consumer or to somebody else who is ready and willing, for one reason 
or another, to become a buyer before the consumer is reached. ‘This 
brings us to the grain exchange with its cash and futures markets and into 
the company of those who buy and sell in that market. Those who buy 
generally do so (1) because they need the wheat for immediate use, or 
(2) because they wish to avoid another risk to which they would other- 
wise be exposed, or (3) because they wish to put an end to a loss which 
they can stop only by buying, or (4) because they wish to take a profit 
on a previous transaction and must buy to do so, or (5) because they 
hope to make a profit by selling later, or (6) because they wish, by buy- 
ing, to produce an effect upon the market itself by preventing a fall or 
producing a rise in prices, or by encouraging others to buy. 

On the other hand those who sell generally do so (1) because they 
are producers who desire to take the price of their product, or (2) because 
they wish to avoid another risk to which they would otherwise be exposed, 
or (3) because they wish to put an end to a loss which they can stop only 
by selling, or (4) because they wish to take a profit on a previous trans- 
action and must sell to do so, or (5) because they hope to make a profit 
by buying later, or (6) because they wish, by selling to produce an effect 
upon the market itself by preventing a rise or producing a fall in prices 
or by encouraging others to sell. 

The foregoing enumeration does not assume to be exhaustive, but I 
think it sets out fairly the different classes of buyers and sellers who 
were discussed in the evidence. It will be noted that of the various trans- 
actions referred to some are intended to avoid, or to put an end to, a risk, 
and consequently to the hope of profit or the fear of loss, while others 
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are intended to open a risk which is assumed in the hope and expectation 
of profit. 

By far the greater proportion of the transactions above described are 
not accompanied by a change of property in any actual wheat or by a 
transfer of the documents of title to wheat; they are contracts for the 
acceptance or delivery of wheat at some later time; those who enter into 
them do not expect to make or to take delivery; added together these 
transactions would call for the disposal of much more wheat than the 
country can produce; and they are usually terminated by the setting-off 
of buying contracts against selling contracts, the differences being paid 
in money. Contracts of this nature are entered into daily on the Winni- 
peg Grain Exchange and are cleared in the clearing house, and the system 
of dealing in grain which permits of them is known as the futures trading 
system. 

When, therefore, in the usual course of things the farmer sells his 
grain at the country railway point or later on after storing it and perhaps 
shipping it forward, the person paying for it is a trader in futures although 
he may also be engaged in some department of the grain handling or 
marketing business. ‘The farmer is thus brought into contact with the 
futures trading system. For instance, the purchaser is in most cases a 
country elevator company. A short description of what takes place will 
illustrate the working of the system at its point of contact with the farmer. 
In buying wheat from a farmer to-day (March 15, 1938) the company 
must do so on the basis of cash wheat at Fort William, and protect itself 
from the risk of price change by selling an equal quantity of wheat for 
May delivery. But at this time there is a premium of 164 cents a bushel 
on No. 1 Northern cash wheat over the May future. The company must 
therefore sell its future at 164 cents less than it pays for the wheat. It 
expects that the two prices—cash and future—will maintain this relation 
until a buyer for the cash grain is found and the future disposed of. The 
future contract in these present circumstances is not so complete a protec- 
tion as it is at times when no premium exists, because then the spread 
between the cash and the future prices is much closer, being made up mainly 
of the carrying charges. Nevertheless it affords a sufficient measure of 
protection to allow the companies to buy the producer’s grain in the 
country on the basis of the cash premium price paid at Fort William, 
provided circumstances permit the grain to be brought to Fort William 
during the continuance of the premium position. 


A Reavy Market 


Whatever may be said in the long run of the merits or demerits of 
the futures trading system, it has this much to its advantage initially: 
that the producer can always find a purchaser who will take his grain and 
pay for it in cash. This is because the first purchaser knows that, if he 
does not need the wheat immediately, he can protect himself against the 
risk of carrying it by a resale on the futures market. And this sale by 
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the farmer and resale by the purchaser are made possible by the great 
disproportion which exists between the volume of transactions in bushels 
and the comparatively small quantity of grain produced. I have never 
heard of a case of a Canadian farmer being unable to sell his grain for 
cash on the basis of Winnipeg Grain Exchange prices (this does not 
imply that these prices have always been satisfactory). Even in the 
catastrophic autumn of 1929, the events of which will be discussed later, 
those farmers who chose to sell their wheat at Winnipeg market prices 
had no difficulty in doing so, although those prices were for several months 
much higher than usual in respect to Liverpool prices and were found 
eventually to be too high, the consequence being a great loss to those who 
did not sell. In thus stating this position of the individual farmer in the 
autumn of 1929, I am not overlooking the difficulties in selling for export 
that were met with by organizations holding large quantities of wheat 
at that time. I intend to discuss these difficulties later on when dealing 
with the position of the Pools. 


Scorg oF Fururses TRADING 


I think I should refrain on this occasion from entering upon a detailed 
description of the Winnipeg Grain Exchange and the mechanics of the 
trading upon that exchange. This subject was dealt with at some length 
in the 1923-24 report and again very completely in the 1931 report. The 
object of this inquiry does not call for a repetition of all the information 
supplied on those previous occasions but will best be attained, I think, 
by an examination of the criticism directed, on the inquiry, at the futures 
system of trading in grain in Canada, having regard to the interests of 
the producer; and this will involve, as the Order in Council requires, a 
study of the effect of this system, or method of marketing, upon the 
markets in which our grain is ultimately disposed of. 

The Canadian grower of wheat and the overseas consumer of the 
commodity are separated by great distances; and the time differential 
between them is affected by the fact that the grower harvests in about 
two months a quantity of wheat that is intended for a year’s consump- 
tion. It is said on behalf of the futures trading system that it ensures, at 
the least possible cost, a steady flow of wheat from the country elevator 
to the overseas mill; this by means of a succession of contracts whereby 
the price risk inherent in the factor of time is alternately assumed and 
passed on many times throughout the whole marketing process. This 
future trading system is practised in the case of many commodities 
besides grain. It is the modern substitution for the primitive method of 
direct dealing between producer and consumer at a price bargained for 
and dependent upon local considerations of supply and demand. Since 
the beginning of futures trading on the North American continent the 
number of commodities so dealt in has increased steadily. Thus Pro- 
fessor G. Wright Hoffman of the University of Pennsylvania, Consulting 
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Economist to the Grain Fuvwres Administration in the United States says 
in his work on Future Trading at page 8: 


“In the United States, future trading had its origin just prior 
to the Civil War in grain and pork products. Cotton followed in 
the latter part of the sixties, coffee in 1882, cottonseed oil in 1904 
and raw sugar in 1914. Since the World War, a long list of products 
has been added including rubber, cocoa, eggs, butter, hides, silk, 
cottonseed and cottonseed meal, mill feeds, tin and copper. Classi- 
fied by commodities, the list includes at the present time (1931) 
over twenty-five individual products; and the future markets for 
these commodities also number more than twenty-five. Their total 
volume of trading during the year 1929 amounted to approximately 
42 billion dollars.” 


The above was written in 1931. Between then and 1935 silver, zinc, 
lead, canned goods, gasolene and crude oil were added to the list, and finally 
in 1936 a futures market for the soy bean was opened in the Chicago Board 
of Trade. The Canadian Commodity Exchange in Montreal established a 
futures market in silver in 1934 and in butter in 1935. 


Ture Hepcatne Process 


As an illustration of practices in the futures market, I have referred 
to the case of the country elevator company buying wheat for cash from 
a farmer and simultaneously, or immediately afterwards, selling an equal 
quantity of wheat for future delivery. In the case I have given the com- 
pany buys the wheat on March 15 and hopes to sell it at at least as good 
a price at Fort William, probably during March, but in the meantime 
endeavours to protect, itself against the risk of a fall in price by contracting 
to sell an equal quantity of wheat for delivery in May. The company 
expects, on account of the intimate relationship which usually exists 
between cash and future prices, that if the price of cash wheat at Fort 
William falls the price of the May future will fall likewise; so that, if it 
loses on its cash wheat, it will cancel its futures contract to sell by buying 
May wheat at the lower price, thus taking a profit on its future trans- 
action as an offset against its loss on the cash transaction. But if, on the 
other hand, the price of cash wheat goes up after March 15, any profit 
the elevator company would make on its purchase would probably be can- 
celled by a simultaneous rise in the price of the May future; because the 
company must cancel that future sale by buying in its contract or by 
delivering wheat sometime during May. : ; 

The practice followed by the elevator company in this case is known 
as “hedging.” The company, having taken possession of a quantity of 
wheat which it must carry until resold, protects itself against loss by a 
futures sale. The hedging operation performed by the company in this 
case is the selling. But on the other hand a futures contract may be a 
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purchase by someone who wishes protection against a possible loss. Thus 
a miller who has sold a mill product ahead at a fixed price, or who must 
fix presently the selling price of a product he is now milling, may buy a 
futures wheat contract to protect himself against the rise in the price of 
his raw material. In this case the hedging operation consists in the buying. 

The essence of hedging is that it puts aside speculation; it avoids the 
risk of loss through price change but at the same time it eliminates the 
chance of profit which a price change might otherwise bring. On the other 
hand, the person who owns a quantity of wheat, or a futures contract in 
wheat, and who holds for a rise thus running a risk of a loss, is not a 
hedger but a speculator. In describing the essence of hedging as I have 
just done, I am not losing sight of the fact that hedging may result in 
small losses or small gains according to the market used for hedging, to 
the time of the trading day when a hedge is put on, and to other. technical 
considerations. Because care and skill are required in hedging as I shall 
have occasion to point out later on, and, on the whole, a company’s hedging 
may be successful or unsuccessful. The fact remains, however, that the 
primary object of a hedge is to avoid a risk by giving up a chance of profit. 


FARMERS PURCHASING FUTURES 


Upon this point there is a case of frequent occurrence to which I think 
I should now make some reference. It is the case of the farmer who sells 
his grain in the fall for cash and then buys a May future for an equal 
quantity of grain. In certain statements I have heard and in certain 
articles I have read, this operation is described as a “ hedge.” But it is 
not a hedge; it is a speculation. The farmer’s wheat is gone and is paid 
for; his risk in respect to it is over. In the new position he has assumed, 
the risk of loss runs side by side with the chance of profit. It may be 
said that he was speculating so long as he held his wheat unsold: but in 
that case he has merely exchanged one speculation for another. The point 
is that he is not hedging. I think it appropriate to refer to this inaccuracy 
of expression, because there seems to be a certain magic in the word 
“hedge,” and its misuse may be dangerous to some. 


Hepeine, A Form or INSURANCE 


Hedging is a form of insurance, and the cost incidental to it represents 
the insurance premium. Charles O. Hardy of the Institute of Economics, 
Washington, says at page 223 of his work on “ Risk and Risk-bearing ”’: 


“Since the hedging transaction involves some costs for commis- 
sions, taxes, interest on margins, etc., it is clear that the average 
result of a long series of such trades should normally be a slight 
loss, but this loss is regarded as a premium paid for insurance 
against the risk of such heavy losses in an unfavourable season, 
as would disrupt the business and prevent its continuance through 
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the long run, in which gains and losses from price changes could be 
expected to balance.” 


Hedging being then a form of insurance, it is necessary for our 
purposes to find out who the insurers are. It will be well to treat this 
question first in respect to the situation which exists in Western Canada 
in the fall, because this is the period which is of greatest interest to our 
producers. In a normal crop year probably 75 to 100 million bushels of 
wheat are delivered and sold by farmers to country elevator companies in 
the month of September and an equal quantity of wheat futures are sold 
by the companies at the same time. The buyers of the companies’ future 
sales are the companies’ insurers. In the first place these are buying 
hedgers: Canadian millers and exporters and overseas millers and importers. 
But these buying hedgers do not take up all the selling hedges. It has been 
found impossible to ascertain just what proportion of them they do take 
up, but it is probably less than one-half of the total. So, in the second 
place we have those buyers of futures who are not hedgers, who have no 
present or future wheat requirements, and who consequently are speculators, 
buying futures in the sole expectation of selling out at an advanced price. 
Whether these speculators win or lose in the long run, they have become, 
by buying, the insurers of those who have sold. They carry the risk until 
they sell. But, not being hedgers, they carry it without any balancing 
transaction on the opposite side of the market. 

This is the position in the fall. At a later period of the crop year the 
situation is usually reversed. Then the person requiring to buy does not 
find enough sellers without the presence in the market of selling speculators. 


An EXAMPLE AT CHICAGO 


The United States Grain Futures Administration made a survey of 
the position of accounts in the Chicago Board of Trade as of September 29, 
1934, with a view to ascertaining the respective volume of hedging and of 
speculative transactions on that day. The result is summarized in a booklet 
issued by the United States Department of Agriculture (Ex. 146) at page 3: 


“The distribution of the open contracts between the two 
basic trading classifications, i.e., speculative and hedging, as of 
September 29, 1934, showed the speculators predominantly on the 
long side of the market and the hedgers predominantly on the short 
side to the extent that 75-40 per cent of the long contracts in wheat 
were held by speculators, while 81-51 per cent of the short interest 
represented hedging. The situation in corn was substantially the 
same as that in wheat, with 73-86 per cent of the long contracts 
speculative and 79-25 per cent of the short contracts hedging.” 


INSURANCE AND SPECULATION 


Economists seem to agree that insurance by way of hedging is a useful 
help to business in produce markets, but that it attracts speculation and 
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that, in the case at least of grain markets, the speculative element is 
necessary to its proper functioning. The matter is dealt with by both 
Hardy and Hoffman in their works already referred to. Hardy, at pages 
59 and 60, discusses certain forms of insurance of a markedly speculative 
character of which he says that: 


“They are as useful as any other type of insurance but that 
the device lends itself admirably to gambling and is often used for 
that purpose.” 


He then proceeds to deal specifically with hedging: 


“Very similar to the speculative type of insurance is the practice 
of hedging. This is the practice of making two contracts at about 
the same time of an opposite, though corresponding, nature—the 
one in the trade market and the other in the speculative market. 
The same possibility of using a contract either for the purpose of 
hedging a legitimate risk or for the purpose of creating a gambling 
risk which we saw in the Lloyd’s contracts arises in connection with 
these ‘future contracts’ on the produce exchanges” . . . “The 
whole machinery of the produce exchange finds its justification in 
the facilities which it affords for carrying on certain types of business 
with a minimum risk and consequently at a minimum cost. There 
is no question that it is sound business policy to make use of the 
hedging market wherever a hedging contract can be secured on 
reasonable terms, but the existence of a hedging market presupposes 
the existence of a group of speculators who are taking the risk off 
the business man’s shoulders, and there has as yet been found no 
way to keep these contracts from being bought and sold in a purely 
gambling spirit.” 


And Hoffman at page 417 says: 


“The data compiled by the Grain Futures Administration as 
well as that of the Millers’ National Federation, shown in Table 28, 
throw considerable light upon the question of whether a future 
market could be maintained which permitted only transactions 
growing out of cash grain operations. Such a market would clearly 
be handicapped in periods when hedging interests were either largely 
long of the future market or largely short. And one or the other 
of these situations prevails most of the time. It should further be 
observed that hedging positions change relatively slowly so that 
the amount of buying and selling which hedgers do each day is 
comparatively small. A future market composed purely of hedging 
operations would in all likelihood encounter considerable difficulty 
in timing its trading so that the buyers could find sellers and sellers 
buyers. It is sometimes suggested that in addition to hedging opera- 
tions, speculators be permitted to enter the long side of the market 
but not the short side. This would be a material aid to those interests 
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(mainly elevator concerns) and for those seasons requiring large 
short hedge positions. It would also improve the continuous 
character of the market compared to one devoid of speculative 
interest. But it would not supply the needs of hedgers requiring 
a long position such as millers, nor would it supply a balanced 
market to the same degree as supplied where equal opportunity is 
afforded to enter either the long or the short side.” 


Tue ImMporTANCE OF SPECULATION 


It seems abundantly clear from the foregoing statements and from 
all the evidence I have heard on the subject that business on the Chicago 
Board of Trade would be seriously handicapped, if not wholly dislocated, 
by the elimination of speculative buying and selling (or even by the elimina- 
tion of only speculative selling) in the market. 

I am convinced by the evidence that the presence of speculators in 
the Winnipeg futures market is just as essential to the proper functioning 
of that market as is the case in Chicago. The volume of their transactions 
may not be as great, and on this point there is no definite evidence, but 
experience has shown that in Winnipeg if the speculator is away the market 
is in difficulties. 

This is only to be expected when consideration is given, for instance, 
to the great amount of selling hedging that must be done by the elevator 
companies in the fall, much greater in volume than the quantity of wheat 
required at that time by millers, merchants and exporters. The absence 
of the speculator would then endanger prices. This was admitted to be 
the case by members of the trade and the representative of the Pools who 
appeared, in July, 1931, before the Select Standing Committee of the House 
of Commons on Agriculture and Colonization. The proposal then was 
that the Government should take some action to help the market in view 
of the speculators’ absence. Speaking of the then existing Canadian wheat 
surplus, Mr. Sidney T. Smith, representing the Winnipeg Grain Exchange, 
said: (Ex. 171.) 


“We have been working it off but not as well as we might 
because of the business speculators who have been referred to. They 
are not buying as in other years.” 


Later on he said: “ The trend of speculation is at a much lower volume 
than formerly.” The following evidence given by Mr. Andrew Cairns, 
representative of the Pools, is interesting on this point: 

“Tf you buy the grain or allow them the alternative to go on 
the open market, you will have to hedge it, and the pressure wil) 
still be on the market. You have to provide some means, some 
body, or some power for assuming the risk of the difference between 
the amount of wheat offered, and taken. In normal years the 
speculators perform that function; this year they are dead; and 
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somebody has to step in and perform that risk and Western Canada 
feels that the most economic and the most satisfactory way of 
handling it is through some form of Dominion financing and co- 
operation. 

Mr. Suaver: You say the speculator performs that function. 
That is interesting to me as an easterner. I remember, if I got the 
impression correctly, at the time the Wheat Pool was formed, state- 
ments were made that instead of the money going into the pockets 
of the farmers of the west, it went into the pockets of speculators. 
It was largely to do away with speculation that the pool was formed. 
Now, you make the statement that one of the determining factors is 
the lack of speculation; so do you mean that the speculator has his 
uses? 

Mr. Carrns: Under the existing system, he certainly has a very 
important function to perform. Many farmers in Western Canada 
believe that that system is unsound; that a better one can be per- 
formed; but unless you have complete co-operation, or some means 
whereby all the farmers will carry their own risk I believe it is to 
the farmers’ benefit to do it. As long as you have the present method 
of marketing, speculation is a very necessary element in the existing 
system and its absence is certainly to be regretted.” 


Giving evidence before the Stamp Commission on April 21, 1931, Mr. 
Cairns presented a statement on behalf of the Pools (Ex. 221) in which the 
following is found at page 6: 


“We do not for a moment contend that the present extremely 
low price of wheat is due to the system of futures trading, as we are 
well aware of the many important factors, each of which is partly 
responsible for present deplorable prices. The undoubted excess of 
supply over effective demand, the very severe world-wide economic 
depression, extremely high tariffs, milling restrictions, the uncertainty 
‘regarding Russia and other factors all have an important bearing on 
the problem. We contend that an additional contributory factor to 
the present ruinous prices is the failure of the institution of specula- 
tion to assume anything like the risk carrying function so commonly 
attributed to it. Following the speculative debacle of 1929-30 which 
carried prices far too high, the general public has lost enormous sums 
of money, and confidence as well, and are not at present in the 
market with sufficient resources to carry the risk of price fluctuation 
by buying hedges and whatever contracts may be offered by short 
sellers. Consequently, we have had a situation lately where more 
wheat was offered for sale than there was consumptive or speculative 
investment demand to absorb, without sharp recessions in price.” 


This statement is to the effect that the presence of the buying speculator 
is an important factor in the market and tends to keep prices up. There is 
a “risk-carrying function ” to be performed and the speculator is a neces- 
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sary party to its proper performance. It must be remembered that, at the 
time Mr. Cairns made the two above-quoted statements, the Pools had 
cancelled their pool contracts and were carrying on the small voluntary 
selling pools referred to in Chapter III. 

As to the importance of the speculative element on the Winnipeg Grain 
Exchange, Mr. W. J. Dowler, President of the Exchange expressed the 
following opinion: 


“ My Lord, I thought that I had been very clear in my statement 
the other day on this point, which was that the buying in our market, 
the large percentage of the buying in our market comes from people 
who are merchandisers and who really want the wheat, and the 
speculation in it has been over-emphasized, that the speculation in 
our market is not nearly as extensive as it is in the Chicago market; 
and that, of that speculation, there is undoubtedly some of the smaller 
element, but there is also an element of people who study the market 
and go into it for investment purposes.” 


Mr. A. E. Darby, Secretary of the Winnipeg Grain Exchange, had this 
‘to say: 

“Q. Would you say that the speculator as a general rule is the 
person who carries the hedges? 

A. No, I would say that the speculator takes up the slack 
between the selling and the buying hedges to the extent to which it 
is necessary to do so, which may vary considerably from time to 
time. 

Q. You used the expression, which I \think you took from 
Professor Clark, when you were giving your evidence the first day, 
of the enormous pressure of hedging operations during the time of 
the delivery of the Canadian crop in the fall? 

A. Yes, I think that the selling hedges are heaviest then. 

Q. That pressure is supported usually, or generally, by the 
speculator, is it not? 

A. It is supported by the buying factors in the market. 

Q. And that is as far as you can go? 

A. I admit quite frankly there is a considerable factor in the 
buying in the market that is speculative, otherwise I wouldn’t be 
able to support my position that the speculator performs a useful 


economic service.” 


Wuo Are THE SPECULATORS? 


Just a word as to those who are referred to as speculators. Some of 
them may be persons engaged in one or another of the departments of the 
grain trade whose business supplies them with information upon domestic 
and world conditions in their relation to wheat values; others are persons 
who, without being in the grain trade, apply themselves to a study of this 
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same sort of information with a view to forming a judgment upon proba- 
bilities for the future; others, finally, are those who are ignorant of basic 
factors and who act hastily, under the influence of what has been described 
as “an inferior quality of street gossip substituted for worth-while informa- 
tion.” Experience seems to show that this last class is usually composed of 
optimists who go into the market on the buying side, often in great numbers; 
and that they usually lose, either because they make a bad guess at the 
start or because they do not know when to stop. 

All of these speculators are divided into two groups by those who deal 
with the subject of speculation in commodities: (1) the competent specu- 
lator who is said to assist in fixing true market prices and (2) the wncom- 
petent speculator who acts on impulse and at great risk to himself because 
of his lack, not only of knowledge, but of capital, and whose transactions 
tend to disturb the price structure. Of these so-called competent specu- 
lators, some are buyers at the same time as others are sellers. It may 
no doubt be said that a person of good judgment who has taken the time 
and trouble to inform himself, and who moreover may have another sub- 
sisting commitment to consider, may think it in his interest to buy at a 
time when another person, similarly qualified, may think he can better his 
position by selling. When they act simultaneously, the one as a buyer at 
@ price and the other as a seller at the same price, their operation may be 
compared to that of “the buyer who is not compelled to buy” dealing with 
“a seller who is not compelled to sell,” whose transaction in some legal 
systems is said to determine the fair present value of the property trans- 
ferred. Their transactions, having regard to their qualifications, may 
indicate to observers that neither of them can be far wrong, so that, for 
the near future, at least, the upward or downward movement away from 
the price registered by them will not be great. The position of mere 
“ouessers” is very different. Their presence in the market in large numbers, 
either as buyers or sellers (and they appear usually to be nearly all on 
the same side at the same time), is one of the factors which the competent 
speculator has to consider when making up his mind as to true values. In 
the long run their transactions tend to disturb and mislead, although they 
may momentarily improve prices for those who have wheat to sell. They 
also afford opportunities to the more competent speculators to make money 
at their expense. They may be said to disturb the market, for instance, 
when they carry local prices so high that export sales, based upon the 
futures market, are rendered difficult or impossible. 


EFFECTS OF SPECULATION 


In considering the value to the market of speculators’ transactions it 
must be remembered that when one sells and another buys, at the same 
price, it does not follow that one must lose and the other gain. On the 
contrary, having regard to their respective market positions at the time, 
both may be winners or both may be losers. 
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It must also be remembered that those who carry their own grain, at 
their own risk, unsold, are likewise, in a sense, speculators, although they 
are not usually placed in either of the two groups I have been discussing. 
These may be farmers, trading organizations, such as country elevator 
companies who sometimes do this, although only very rarely, or marketing 
organizations such as Pools, They may be more or less competent. By 
refraining from selling, at least in large quantities, these carriers sometimes 
seek to prevent a depression in prices. It does not follow that they always 
gain or always lose by this practice, nor does it follow that the speculator 
who buys from them or, to state the case more accurately, who buys at the 
same time that they sell and at the same price, is thereby bound to make 
a loss. 

In the much discussed case of Board of Trade of Chicago vs. Christie 
Grain and Stock Co., 198 U.S.R. 236, the Supreme Court of the United 
States expressed the considered, unanimous opinion that transactions by 
competent speculators are beneficial: 

“Of course, in a modern market contracts are not confined to 
sales for immediate delivery. People will endeavour to forecast the . 
future and to make agreements according to their prophecy. Specu- 
lation of this kind by competent men is the self-adjustment of 
society to the probable. Its value is well known as a means of 
avoiding or mitigating catastrophes, equalizing prices and providing 
for periods of want. It is true that the success of the strong induces 
imitation by the weak, and that incompetent persons bring them- 
selves to ruin by undertaking to speculate in their turn.” 


MANIPULATION 


In addition to the market activities which consist of buying or selling 
in order to hedge other transactions or because the trader or speculator 
believes that, having regard to conditions and prospects and his own present 
position, prices are now at a proper level for buying or selling, as the case 
may be, there is another form of activity known as manipulation. I have 
already referred to this in giving the case of those who buy or sell in order 
to influence the market itself by producing a rise or a fall in prices, some- 
times by inducing others, by means of a false activity, to buy or to sell. 
Speaking of manipulation, Hardy says: 

“Manipulation is only possible through large scale operations, 
and the number of people who can engage in it is comparatively 
small, though, by pooling their capital and entrusting the manage- 
ment of their campaign to a single manager, a group of individuals 
can influence the market as much as a single operator owning much 
larger capital.” 

Sometimes buying manipulation is directed to the creation of a “corner” 
or a “squeeze.” The danger of this sort of manipulation in wheat is greatly 
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lessened by the rule of the Winnipeg Grain Exchange (and, I am told, of 
all grain exchanges) which, in the case of futures trading, gives the seller 
the option of the day in the delivery month on which he will deliver, if 
necessary or advisable, and the grade of wheat he will deliver, whether 
No. 1 Hard, or Nos. 1, 2 or 3 Northern, the last two grades being deliverable 
at a discount in the price, In the United States, the Commodity Exchange 
Act confers upon the Commodity Exchange Administration power to make 
rules intended further to eliminate the dangers of corners and squeezes. I 
received no evidence of anything having taken place in the Winnipeg 
market in the nature of a corner or squeeze in wheat, excepting the case 
which occurred during the war, in the Spring of 1917, when, owing to 
damage caused by rust to the 1916 crop, the buyers for the United Kingdom 
and allied countries found themselves in a position, through their purchase 
of May and July futures, to call for much more wheat of the contract 
grades than was available and were unwilling to take wheat of lower 
grades at a discount. 

The record in respect to coarse grains is not quite so clear. There was 
a movement in rye in June and July, 1937, which, in my opinion, was 
caused by a squeeze by long buyers. From about June 18 to July 30 (the 
last delivery day) the July future prices and the cash prices for No. 2 C.W. 
ran upwards together from about $1.11 to $1.60. On the 31st, the cash 
price fell 654 cents to 943 cents while the July future went off the board 
at $1.624. The records of country deliveries and shipments show that 
the greater part of the benefit of this rise went to the elevator companies 
and not to the producers. A similar price movement in barley, though on 
a smaller scale, occurred in December, 1936. The Winnipeg cash price of 
No. 3 C.W. barley rose from 64% cents on December 1 to 914 cents on 
December 30 and fell the next day to 773 cents. In this case, however, 
the rise in price and subsequent sharp drop appear to have occurred mainly 
through the existence of a demand for good malting barley in Canada and 
in the United States at that time. Traders with selling commitments 
treated the barley in their hands so as to qualify it for the higher price 
of malting barley and so ran short of No. 3 C.W. barley to deliver on their 
futures sales, and had to buy in large quantities before the end of 
December. 

One of the reasons why the producers secured a relatively small pro- 
portion of the advantage of the price increase in rye in June and July, 
1937, and in barley in December, 1936, is the distance from the country 
point to Fort William. In each case the urgency of the demand was for 
grain in store at Fort William before the end of the month. But rye and 
barley cannot be handled for shipment as rapidly as wheat. I was told 
that the 12th of the delivery month is the last day, at a point of average 
distance, for shipment to and delivery at Fort William before the end of. 
the month. 

Speaking generally of manipulative practices, the belief is expressed 
by those who speak for the Winnipeg Grain Exchange that if they exist 
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here at all it must be on a much smaller scale than in the United States. 
But the means of obtaining reasonably conclusive evidence on the ques- 
tion, one way or the other, still does not exist. On this point I find myself 
back again to the position expressed by the Stamp Commission of 1931, 
where the following statement is made at page 60 of their report: 


“ There is no doubt whatever that a feeling is prevalent amongst 
many farmers that someone is making money at their expense un- 
fairly by inside knowledge, manipulation and undesirable practices. 
Nothing was given in evidence of a practical or satisfactory char- 
acter as to what it actually is that is done or how it is done, and in 
that respect we share the experience of the Turgeon Commission. 

“But we cannot claim to have been able to satisfy ourselves 
conclusively as to the impossibility of such practices existing.” 


THe Furures Marker AND PRICE FLUCTUATIONS 


Among the charges made against the system of futures trading there 
are two that now require attention. These are (1) that futures trading 
produces, or accentuates, price fluctuations, sometimes referred to as price 
instability, and (2) that the cost of the system is borne by the producer. 

The subject of fluctuations was dealt with fully and minutely in the 
Stamp Commission report at pages 68 and 69. There, fluctuations are 
divided into three classes: (1) long period major trends of price wherein 
grain is related to all other commodities; (2) major fluctuations in price 
extending from year to year and from quarter to quarter; and (3) minor 
short period (daily and hourly) oscillations running round about the major 
fluctuations of class (2). The report finds as to class (1), that futures 
trading has no effect on them; as to class (2) that it lessens them, helps 
stability and thereby makes the producer’s position more stable and secure; 
as to class (3), that it probably increases them, but that whatever 
disadvantage these oscillations may produce is less than the advantages 
produced by the fluctuations of class (2). 

It was asserted before me by some that these fluctuations, and more 
especially the daily and hourly “ oscillations,” are annoying and disap- 
pointing to the producer, and that he would feel better if he were rid of 
them even if his net return were somewhat lower. I doubt whether the 
accuracy of this assertion would be supported if it could be put to the test, 
that is, if some method could be devised whereby, fluctuations and oscil- 
lations being abolished, it could be demonstrated to the producer that his 
net return was lower than before. I have difficulty in believing that such 
a result would be accepted as altogether satisfactory. However, since 
fluctuations in themselves, and regardless of their effect, appear to be 
looked upon with disfavour, and since they accompany the system of 
futures trading, I have looked around to see whether any other system 
offers freedom from them. For this purpose I have inquired into the 
situation regarding (1) wheat marketing in Canada before the beginning 
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of futures trading in 1904 (2) the situation in Australia to-day where 
there is no futures market, and (3) the situation respecting other pri- 
mary products which are not dealt with in futures trading. 

In the appendix to this report appropriate tables and a chart will be 
found which illustrate the situation in the three cases. 

In respect to wheat marketing in Canada before and after the 
introduction there of futures trading, I have given the information 
(Appendix III a and b) in the only form in which it is now possible to 
give it. The years cited are from 1890-1891 to 1913-1914. In the case 
of Liverpool and Chicago the figures throughout show the average monthly 
price. This is also done in the case of Canada from 1905-06 onward. But 
the Canadian figures for the earlier years are the registered prices on the 
first day of each month, the only ones now available. The tables, of 
course, speak for themselves. The result seems to show that month to 
month fluctuations in Canada have not been substantially different between 
the two periods. The question, what daily or hourly fluctuations took place 
in Canada before 1904 cannot be answered now. 

The figures of comparison between Australian and Canadian wheat 
prices are subject to this remark, that in the case of Australia the only 
’ information at hand concerning domestic prices is the price paid at Mel- 
bourne by exporters to producers, producers’ organizations and traders who 
bring wheat to that port for sale. The table includes domestic prices for 
wheat grown in Great Britain. The figures indicate sixteen-year averages 
from 1921-22 to 1936-37. The table (Appendix I'V) shows fluctuations in 
domestic prices to be smaller at Melbourne than at Winnipeg. It also 
shows that the Liverpool variations are somewhat less in respect to Aus- 
tralian than to Canadian wheat. This table is taken from an article in 
Wheat Studies of the Food Research Institute of Stanford University, Cali- 
fornia, Vol. 14, October, 19387. Referring to the table, the writer of the 
article, Mr. Holbrook Working, says: 

“Toward one extreme stand prices of Australian wheat, with 
an average seasonal variation less than that of Canadian wheat and 
an average course very peculiarly related to the timing of the har- 
vest. Toward another extreme stand prices of British domestic 
wheat, with an average seasonal variation greater than that of Cana- 
dian wheat despite the relatively moderate variation in rate of 
marketing of British wheat, and an average course suggesting that 
the system under which the wheat is marketed rather imperfectly 
meets the very modest requirements placed upon it.” 


In the appendix (V a and 6) will also be found a tabulation, covering 
the period between 1929 and 1937, showing price spreads and adjustments in 
the case, besides wheat, of steers, hogs, butter, cheese, hay and eggs. There 
is no futures market in Canada for any of these other products excepting 
butter. The periods are of long range. All these commodities have been 
subject to price fluctuations in various degrees, the most pronounced being 
in eggs and the next in wheat. 
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SEASONAL VaRIATIONS IN Wurar Prices 


I think this is the time, while I am dealing with price fluctuations, to 
take up the much debated question of fall and spring prices for Canadian 
wheat. Two extracts from the above mentioned article in Wheat Studies 
will serve to throw light upon the problem of comparisons which I have just 
‘eft and this next one of seasonal spreads. In describing the characteristics 
of the Canadian wheat marketing process, the author says: 


“The Canadian record is one peculiarly worthy of study. The 
wheat crop of the Canadian prairies is marketed with great rapidity. 
Three-fourths of a normal crop in the Dominion cannot find local 
markets, but must be moved into export channels. The harvest 
comes at the time when wheat supplies for the world as a whole are 
at their seasonal maximum. For markets to absorb heavy deliv- 
erles at this season is much more difficult than for them to absorb 
the heavy deliveries from Argentina—also notable for extraordinarily 
rapid marketing—since Argentine supplies reach import markets 
opportunely in a period that would otherwise be one of relative sea- 
sonal scarcity. Furthermore, the export wheats of Canada possess 
special milling characteristics requiring, for their most effective utili- 
zation, that Canadian wheat be fed into consumption more or less 
uniformly throughout the year. These conditions subject the 
Canadian marketing system to an extreme strain. They afford 
a test that is perhaps not representative, but one that is at least 
peculiarly fitted to reveal weaknesses in the system.” 


The second extract is directly pertinent to the question of our fall 
and spring prices, and the author’s opinion is well worth having: 

“The Winnipeg price tends to decline relative to Liverpool 
early in the marketing season under the pressure of adjustments 
necessary to permit a rapid export movement. The occurrence of 
such price adjustments is perhaps not an indication that the rapid 
country marketing leads to undue price depression and an excessive 
rate of export; but rather that the Winnipeg price tends to be some- 
what too high at the beginning of the season, and to fall into an 
appropriate relation to Liverpool only as the requirements of the 
situation are clarified in the course of meeting them. There are, 
nevertheless, certain small price effects that appear rather directly 
related to the rate of country marketing. They seem to reflect an 
influence of hedging pressure on the Winnipeg futures market.” 


In Appendix VI will be found a memorandum on this fall-spring 
price question giving a review and compilation of the best obtainable 
information. The problem is an extremely difficult one to solve with 
definiteness, but the following conclusions are reached: 
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1. There is an autumn decline, in relation to the previous summer, 
in both cash ‘and futures prices, and a co-related rise which occurs chiefly 
in the following May or July, and sometimes in both these months. 

2. Considered by themselves, cash prices do not indicate variations 
over the year as a whole greater than would be expected to be caused by 
mounting carrying charges, although the rise in prices which sometimes 
occurs between May and July indicates that other influences are also at 
work. 

3. The course of futures prices, however, gives evidence of a tendency 
towards at least one and sometimes two periods of pronounced speculative 
price rises, almost always in May and/or July, and this speculative 
influence also accounts for a part of the rise in cash prices. 

4. The decline in all prices in the autumn appears to be chiefly a 
recession from previous rises; but in the case of cash prices, at least part 
of such recession is natural in view of the change from old crop to new 
crop. 


Tue Cost or Furures TRADING 


I now come to the objection that the cost of futures trading is borne 
by the producer. The experience of the spring and summer of 1931, to 
which I have already referred, shows that in the opinion of all those who 
were heard in July of that year before the Committee of the House of 
Commons, the insurance system had weakened and prices were insecure, 
because the speculator was absent. This attitude, by the way, supported 
the statement of Professor Seligman in “ Economic Principles,” where he 
says that: 


“the selling of futures, far from depressing the price after harvest, 

really tends to spread the supply over a long period, and thus to 

check the tremendous fall in prices which would inevitably take 
+f; place in the autumn.” 


(Provided, of course, somebody is there ready to buy.) But this active 
trading in wheat, necessary to the maintenance of prices, and the absence 
of which was complained of in 1931, can go on only by the making of a 
great number of futures contracts, dealing in the aggregate with many 
more bushels of wheat than the country provides, and entered into with 
the expectation of being cancelled by offset before maturity. This excess 
of the aggregate trading over actual production is sometimes referred to 
unfavourably as “wind bushels.” Admittedly it supports prices. But 
who pays for it? If the producer does, he is no better off. 

The question is one which, so far as I can find, has never been probed 
scientifically with a view to reaching a demonstrable solution. Perhaps 
it is capable of such a solution. Futures trading takes the form of 
hedging, mainly by elevator companies, exporters, millers, merchants, etc., 
and of speculation by so-called “competent” and “ incompetent” specu- 
lators. Both hedgers and speculators contribute to the fixing of prices. 
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From all I have heard and read on the subject of “who pays the costs? ” 
it seems to me that the most likely answer to the question is that the cost 
of some of the hedging is charged to the producer (for instance the country 
elevator’s hedging costs), and that of some of it to the consumer; but that 
the whole of the cost of speculation is borne by neither the producer nor 
the consumer but by the speculators themselves. This is the opinion held, 
for instance, by Dr. J. W. T. Duvel, Chief of the Grain Futures Adminis- 
tration,* Department of Agriculture, Washington. Giving evidence in 1935 
before the Farmers’ National Grain Dealers’ Association Commission, 
Dr. Duvel said: 


“Q. In the final analysis who pays the commission charge for 
hedging?” 

“A. The commission charge for hedging comes out of the cost 
of the grain, either the producer or the consumer has to pay it.” 

And later on he says: 

“Q. Then you do not agree with the statement sometimes 
made that the farmer receives less for the grain because he must 
pay the commission charges on the large amount of future trading?” 

“A. No, that comes out of the speculator. The speculator pays 
it. I might add, there are two factors involved in the question of 
marketing grain, that is, the cost from the standpoint of the mer- 
chandising of grain, and the cost to society as a whole. Now we try 
to stay away from that last part. Nobody knows what the cost 
to society as a whole is, but we do know that if added to the cost 
of merchandising the grain it would come up pretty high. That’s 
an entirely different issue. I say that because the majority of 
people who speculate in the grain market lose their money. Were 
you to add all of these losses to the cost of merchandising we might 
be able to believe that we have intelligence enough in this country 
to find a better and cheaper way.” 


Dr. Duvel’s statement serves to call attention to the social and ethical 
aspect of speculation in the grain futures market. Of course, all insurance 
involves the assumption of a risk in the hope of a profit. Fire insurance, 
hail insurance, ete., require knowledge and care on the part of the insurers, 
otherwise losses will occur and perhaps failure. The question whether 
moral condemnation should be visited upon those who, having capital to 
employ, choose to employ it in buying and selling grain futures, and who 
endeavour to qualify themselves for success by study and investigation, is 
one I am not called upon to decide. Incidentally, these people are insurers; 
only incidentally (not in the manner of fire insurers, hail insurers, etc.), 
but nevertheless effectively. Their transactions also help to stabilize prices 
—according at least, to the evidence I have already referred to—insofar 
as they are buyers in the market when buying hedgers are not present 


*Now the Commodity Exchange Administration. 
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in sufficient numbers, and sellers later on when selling hedgers are too few. 
Those whom I may term “ incompetent ” speculators also contribute to the 
insurance of the grain trade, again only incidentally (and no doubt quite 
unconsciously), but still effectively. Their contribution to the price 
structure is not sound, as I have already said, although when present in 
large numbers as buyers in the fall months they are of help to the producer. 
Those of this second, “incompetent” class usually bring loss upon them- 
selves and very often they are not financially able to bear the loss without 
suffering. 

Whether, and to what extent, society is injured, morally or financially, 
by speculation in futures markets, is a question that was not discussed 
before me although some witnesses did denounce it as a species of gambling, 
and immoral. Whether or not one approves of the practice, the fact remains 
that the speculator occupies an important position in our present marketing 
system. And opinions may differ as to the quality of his operations. Mr. 
Darby, Secretary of the Winnipeg Grain Exchange, believes that “the specu- 
lator (he probably means the ‘competent’ speculator) performs a useful 
economic service,” and he is not alone in thinking this. Certainly the 
speculator’s absence was deplored in 1931 and afterwards, and raised a 
demand for some other price-supporting machinery to take his place. It 
may be that Dr. Duvel, in making the statement above quoted, had in 
mind only some purely financial loss which he believes society suffers 
through this sort of speculation, and that he did not intend to broach the 
ethical side of the case. The rest of his examination does not make this 
altogether clear. However, he does say that while he mentions this aspect 
of the question, he does so 


“because the majority of people who speculate in the grain market 
lose their money.” 


Moreover, Dr. Duvel does not suggest what other system, if any, might 
be set up to take the place of the present one. 

One test which has been used to show that the cost of speculation does 
not fall upon the producer is the measurement of the margin which exists 
between the price paid to the producer in western Canada and that paid 
by the consumer in Europe. A calculation from Exhibit 6 shows that the 
cost of shipping a bushel of wheat from an average western point to 
Liverpool in 1935 was 30-5 cents per bushel, so that a shipment of wheat 
purchased from the farmer at 100 cents a bushel would cost 130°5 cents 
on arriving in Liverpool and presumably could not be sold there for less 
than that price. But the evidence shows that in reality the difference 
between the producer price and the consumer price is less than the sum of 
the former and the cost of handling, storing and transporting. (See also 
pages 60 and 61.) 

The opinion of those who have studied this question is that the 
lessening of the spread between producer and consumer is brought about 
in the main by the speculator and at his expense. This is found, for 
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instance, in the evidence of Dr. Alonzo Taylor, Director emeritus of the 
Food Research Institute of Leland Stanford University. The gist of his 
evidence is that speculation narrows the spread, and that the benefit goes 
mainly to the producer or the consumer according to the bargaining position 
of the parties at the time: a short crop strengthens the position of the 
producer and a large crop that of the consumer. The witness was being 
examined on this point by Mr. Milliken: 


“ Wirness: My interpretation is that the total effect of the 
operations of these speculators in Chicago, called gamblers, is to 
narrow the spread, and the consumer gets his share of it. 

“Q. Is not this the truth of the matter, that when there is a 
large crop the consumer will get. practically all of the narrowing 
spread? 

“A. Naturally. 

“Q. When there is a short crop the producer will get the bigger 
part of it? 

“A. Certainly.” 


It must be remembered that, among those who become speculators in 
the futures market and thus, whether or not they are acting wisely or 
ethically, contribute at their own expense to the support of the futures trading 
marketing and price determining system, are to be included those producers 
who got into the market themselves as buyers or sellers of futures. I believe 
by the evidence that they do this in large numbers, particularly in the fall, 
and usually as buyers. 

I said at the beginning that no positive demonstration as to the inci- 
dence of the cost of futures trading including speculation, has yet been 
found; all we have on the question being opinions based upon certain 
calculations. However, I must say that I have no difficulty in agreeing 
with these opinions. I can quite understand that those who are in the 
market as hedging traders add the cost of their operations to the commodity 
they handle, because they are actual dealers in physical wheat. They pass 
it on, backwards or forwards. On the other hand it seems to me that those 
(speculators) who never handle wheat, who neither buy nor sell it as an 
actual commodity, but who stand by, study conditions, watch market 
movements, and then go in and out merely as makers of contracts which 
they never execute except by set-off, are in a different position. In addition 
to their costs, such as brokerage charges, these people have actual losses or 
actual profits. Those profits they take out of the market; the losses, they 
pay in. The only other people in the futures market are the hedgers. 
Profits taken out by speculators must make business more expensive for 
the hedgers and consequently, by reason of the “ passing on,” for those with 
whom they deal,—producers and consumers. But, on the other side of the 
case, speculators’ losses remaining in the market lessen the hedgers’ expenses, 
and this benefit is again “passed on” to the producer and consumer, by 
reason partly, at least, of the competition of hedging traders among them- 
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selves. Experience seems to show that in the long run speculators, as a 
body, lose. This final result of speculative loss helps to make business 
easier for the hedging trader and is consequently, of benefit to the producer 
and the consumer. The trader who hedges takes advantage, according to 
his means and ability, of all the incidents of the market and he must compete 
with others to get his share of the business. 

That there is skill in hedging and that the factors which better each 
hedger’s position allow of competition among them all to the benefit some- 
times of the producer, sometimes of the consumer, and sometimes to both 
at once, is apparent from the information gathered upon this inquiry. Dr. 
D. A. McGibbon says of hedging in “ The Canadian Grain Trade” at 
page 308: 


“Tt is a task that calls for unremitting alertness and experience 
in the grain trade. There is a common saying in the trade that a 
company will make money or lose it according to the skill with which 
it places its hedges.” 


This question of what becomes of hedgers’ profits is dealt with by Professor 
Hoffman at page 409: 


“Tt is a question, however, in a commodity in which hedging 
is the general practice, whether this increased profit has continued to 
redound to the benefit of hedgers. It seems more likely that through 
the force of competition the margin between purchase and sales prices 
has been reduced in proportion to the lower handling costs and that 
this initial benefit has long since been passed on either in the form 
of a lower price to the consumer or a higher price to the producer. 
Studies which have been made of the margin of gross profit per 
unit of commodity handled by grain and cotton merchants tend to 
substantiate this view.” 


In London the following statement was made to us: 


“It is our considered opinion that the average daily price at 
which Canadian wheat is sold in Europe is lower than the average 
daily price registered in the Winnipeg Market, indicating that the 
Canadian grower by the existing system is getting a higher price 
than the c.i.f. parity of the same day. In other words, his wheat is 
marketed in the consuming countries without any charge to him.” 

This statement was then amplified: 

“Q. Could anyone amplify that just a little? It seems to us 
peculiar that the average daily price at which Canadian wheat is 
sold in Europe is lower than the average daily price Peete in 
the Winnipeg market? ; 

“A. It is definitely so. I think the best way to approach the 
subject is to give an example of, say, the last six or seven months. 
Anybody, for instance, who carried his hedges against cash grain in 
Winnipeg on the Chicago market in the last six months would 
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obviously be in a position to undercut the selling price of any other 
trader who carried his hedges in the Winnipeg market. There is 
always, at some time, somebody who is right; he has got his exchange 
right; he has got his freight right, and he has a successful spread, 
or he wants to sell short or long and he has got a profit which he 
wants to cash. If twenty different people set out to move a load 
of wheat from the Canadian prairies, there are twenty different ways 
in which they can do it. It depends entirely on the outlook and the 
mentality of the particular individual who begins the operation. I 
am sure that the statement cannot be challenged; it can be checked. 
The average price, not only of Canadian wheat, but of all North 
American wheat sold here is, as a rule, a less average price than 
the average of the day’s price in Winnipeg.” 


In my opinion, the result of this inquiry into speculation and hedging 
is to show by reasonable inference: (1) that speculators’ costs are paid by 
themselves, while hedgers’ costs are charged against the grain; (2) that in 
the aggregate the speculators are losers and therefore make a money con- 
tribution to the market where the only other operators are the hedgers; 
(3) that whatever benefit the market receives through speculators’ losses 
is passed on to the producers and consumers mainly as a result of the com- 
petition among themselves of the hedgers as traders. 


CHAPTER V 
DEMANDS FOR A CHANGE, 1920 TO 1923 


I have endeavoured, so far, to describe the nature of the futures 
trading system and its mode of operation in respect to Canadian grain. 
It is a system which provides a ready market for the producer and effects 
the delivery of his grain in overseas markets at a low cost. The contribu- 
tion of futures trading to the low cost consists of the factor of price 
insurance which it furnishes to all those who deal in the commodity 
between the farmer and the consumer; and the low cost itself is indicated 
by the narrowness of the spread which is found to exist between producer 
and consumer. 

A most interesting thing about the futures market, as I have dealt 
with it so far, is the presence there of the speculator. Those who favour 
the system admit that his presence is necessary and they welcome it on the 
ground, as Mr. Darby says, that “he performs a useful economic service.” 
Those who, like the Wheat Pools in their submission, oppose the futures 
trading system, recognize, as the Pools did before the Stamp Commission 
and before the Committee of the House of Commons in 1931, that the 
system cannot function properly without the speculator or somebody to 
take his place. The system itself may be deficient in their view but it is 
worse without the speculator. Traders buying cash wheat, or hedging 
sales or purchases in future months, if left to themselves, could not ensure 
a satisfactory market. They would not provide enough buyers in the fall 
or enough sellers in the later months of the crop year. The net result 
would be unreasonably low prices to the producer. On the other hand, it 
is the presence of the speculator in our market that seems, more than any- 
thing else, to arouse antagonism to the system. 

I may say at once that all those who now ask for the abolition in 
Canada of futures trading in grain, have but one alternative marketing 
system to suggest: a national marketing board, created and supported 
financially by the government of Canada, charged with the duty of 
disposing of the whole of the western wheat crop. But, before discussing 
this alternative proposal, or other proposals which are more in the nature 
of half measures, it will be well to examine the merits, and possible 
demerits, of the various other methods of marketing we have had at 
different times, with a view to seeing what lessons they may hold for 
the future. These various methods have all been referred to summarily 
and chronologically in chapter three. They are: the open market without 
futures trading in Winnipeg, the condition which existed up to the first 
few years of the present century and to which I shall have occasion to 
refer later on; the Board of Grain Supervisors of Canada, 1917; the 
Canadian Wheat Board of 1919; the Wheat Pools, 1923 to 1930; the price 
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stabilization proceedings, 1931 to 1935; and the Canadian Wheat Boara, 
1935 and onwards. 

There is little to be learned from the character and operations of the 
Board of Grain Supervisors. The Board was created on account of war 
conditions then prevailing. It bought the producers’ grain outright and 
resold it to the Wheat Export Company, a British Government body 
buying for Great Britain and her allies. This Wheat Export Company 
Was an agency of the British Royal Commission on Wheat Supplies. 
During its existence the Winnipeg and the Liverpool futures markets were 
closed. 

The Canadian Wheat Board of 1919 also operated in conditions which 
were abnormal. The Order in Council which created it stated that “it does 
not appear that there will exist in importing countries . . . any organized 
buying at fixed prices such as prevailed in recent years nor any open and 
stable market of the character that obtained prior to the war.” As it 
turned out, the overseas buying was organized by governments, though not 
at fixed prices, but the “open and stable market of the character that 
obtained prior to the war” did not exist, the Liverpool and Winnipeg 
Exchanges again being closed. As to Liverpool, I may add that its futures 
market for wheat and maize closed on August 1, 1914, reopening for maize 
on March 15, 1920, and for wheat on April 18, 1921. No other grain 
markets were open in Great Britain during this time. The buying for 
Great Britain, France and Italy was again done by the Royal Commis- 
sion on Wheat Supplies, while in the case of Belgium, Holland, Denmark, 
Sweden and Norway, each of the governments controlled the buying. 

Under both these boards there was no problem of finding markets. 
There was a full demand for our wheat and our wheat-growing area, even 
in 1919, was about seven million acres less than it is today. 

The Canadian Wheat Board of 1919 ceased to function after disposing 
of the 1919 crop and paying a uniform price of $2.63 for No. 1 Northern 
wheat. Subsequent crops, before the establishment of the Pools, were 
handled through the open market, in the same manner as before the war. 
On August 18, 1920, trading reopened on the Winnipeg Grain Exchange, 
and the cash price on the first day was $2.734. It remained near this level 
for about a month. But, with the disappearance of the war and immediate 
post-war urgent export demand, the price fell rapidly and persistently to 
$1.608 on April 15, 1921. After a temporary rise during the summer, the 
decline was resumed and a low point of $1.02 was reached on November 3. 
During 1921-22 there was another rise and fall, and by the middle of 
September, 1922, the ptice dropped below $1 for the first time since 1915. 
The prices of other primary products reacted similarly during this general 
deflationary period. 

The Wheat Board had not originally been received with favour, but 
the high prices which it had paid, and the drastic decline in prices after its 
termination, led to strong agitation for its re-establishment. 

Towards the end of the 1920 session, Parliament passed an act 
empowering the Government to continue the Board, but on July 16th it 
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was announced that, since the factors which had influenced the Govern- 
ment in creating the Wheat Board no longer existed, the Board would not 
handle the 1920 crop. In November of that year the Saskatchewan 
Legislature passed a resolution declaring that the reopening of the Grain 
Exchanges at home and abroad was primarily responsible for the sudden 
decline in the price of wheat, and asking the Federal Government to 
re-establish the Wheat Board to market the balance of the 1920 crop. 

Here it may be pointed out that a guaranteed price was not a part of 
the Canadian Wheat Board Act at this time; that the initial payment which 
the Board could have paid would, in order to be safe, have had to be very 
much less than the price of the previous year; and that, inasmuch as 
wheat prices all over the world declined throughout most of 1920-21, it is 
extremely doubtful whether a Board could have realized a price as great as 
that obtained by farmers who sold for cash in the open market in the 
autumn of 1920. 

The Canadian Council of Agriculture, at a meeting at Winnipeg on 
October 22, 1920, passed a resolution urging the reappointment of the 
Board. It recognized, however, that compulsory marketing through a 
Government Board was justifiable only as a temporary emergency measure. 
In all the resolutions of various farmers’ organizations, from 1920 to 1923, 
the request is merely for a Board as a temporary measure, usually for a 
period of one year. 

It will suffice if I indicate only very briefly the steps that led to the 
abandonment of the Wheat Board idea. The subject is not of much interest 
as a guide to the future. It was decided that, war emergency conditions being 
over, Parliament had not power to take control of the whole grain trade 
of Canada, at least without the concurrence of the provinces interested, 
Manitoba, Saskatchewan and Alberta. An Act was passed to become 
effective only if at least two of these provinces concurred. The Board to 
be established was to operate for not more than two years. Saskatchewan 
and Alberta agreed but Manitoba refused. The Premiers of Saskatchewan 
and Alberta attempted to secure competent grain men to undertake the 
duties of the Board, but in this they were unsuccessful. After repeated 
efforts the two Premiers announced in June, 1928, that they had found it 
impossible to secure a Board combining the necessary elements of experience, 
ability and public confidence. On June 27 the Grain Growers’ Guide 
observed that the Wheat Board idea was dead. 

It seems probable that the final abandonment of the movement for a 
Board was brought about partly by the recognition of the fact that the 
need of government control and the conditions which had enabled the 1919 
Board to obtain high prices were products of the war and had virtually 
disappeared. The experience of a Wheat Board with no marketing problem, 
with only a few overseas customers and these all government Boards them- 
selves, operating while futures markets were closed in Canada and in Great 
Britain, cannot be a sure guide to the potential success of a Board doing 
business in world markets in the midst of many buyers and sellers in active 
competition. 


Cuarter VI 


THE POOLS 


In the meantime, the idea of co-operative grain marketing had been 
gaining favour. It came into being with the commencement of operations 
by the Alberta Pool in the fall of 1923, and became fully effective with 
the establishment of the Central Selling Agency of the three Pools (of 
Alberta, Saskatchewan and Manitoba), incorporated in August, 1924, under 
the Dominion Companies Act as Canadian Co-operative Wheat Producers 
Limited. 

The Pool movement was intended to secure all the advantages thought 
to reside in centralized selling, but without government control. As is 
stated in the Pool brief (Ex. 330, p. 7) it was intended to be “a Wheat 
Board without government assistance.” The ideal of co-operation and pro- 
ducer contro] was emphasized as preferable to any contact with govern- 
ments. As late as the autumn of 1929 such sentiments were expressed 
with great force by Pool leaders. (Ex. 454.) 


OBJECTS OF THE PooLs 


I have already quoted from the Pool contracts and the charter of the 
Central Selling Agency to show that the main objects of the Pools in 
respect to marketing were stated to be: 


(1) To eliminate (or reduce) speculation, manipulation and unneces- 
sary transactions; 

(2) To stabilize the market; 

(3) To improve methods and to reduce costs of marketing; 

(4) To market directly; 

(5) To market with regularity. 


The extent to which these objects were pursued or departed from as 
time went on will appear from a review of the methods employed by the 
Central Selling Agency in the performance of its duties. 


Poot AS SELLING AGENCY 


The essential difference between the Pool and most other merchandis- 
ing agencies of the grain trade lay in the fact that the Pool did not buy 
grain, but acted as a selling agent for its members. There are, of course, 
private commission agents in the grain trade who perform much the same 
function, but such an agent sells under the specific instructions of the 
farmer owning the grain, and the farmer receives payment out of the pro- 
ceeds of his own grain as such, irrespective of any sales of other farmers’ 
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erain by the same agent. But the ordinary practice outside the Pool, for 
the vast majority of farmers, was and is that they at some time sell their 
wheat to an elevator company, and the latter immediately resells such 
grain, or, more accurately, sells an equivalent quantity for future delivery, 
through the Winnipeg futures market. Broadly speaking, the sale by the 
farmer may be regarded as simultaneous with the sale by the elevator 
company. The Pool, on the other hand, neither bought from the farmer 
nor was governed in its rate of sales by the desires of the individual 
member delivering grain to it for sale. 

The Pool was responsible for the disposal of roughly one-half of the 
western wheat crop. It had no automatic method of selling to be carried 
on irrespectively of its own views as to price, as is the case with elevator 
companies buying wheat from farmers, but was necessarily required to 
regulate its sales policy by the judgment of its officials. 

It is true that it might have adopted a policy requiring no salesman- 
ship whatever, that of selling approximately equal quantities every month, 
every week or every day, but as will be seen no such mechanical, auto- 
matic method was ever adopted. On the contrary, the problem for the 
Central Selling Agency was to decide when and how and in what quanti- 
ties to sell. Upon their decisions rested the return which their members 
would receive for their grain and with them the responsibility lay to 
insure, if possible, that the risk of owning and carrying in one hand one- 
half of the Canadian crop, a risk shared jointly and collectively by all 
Pool members instead of as formerly by outside speculators, did not bring 
disaster. 


Drrect SELLING 


One of the chief points of interest in connection with Pool selling has 
long been its policy of “ direct selling.” This meant that a portion of Pool 
wheat was sold by the Pool to millers at home and abroad, without the 
intervention of an established middleman. The Central Selling Agency, in 
fact, in making these sales replaced the existing agencies of the trade, 
both exporters and importers, by performing their functions itself. Atten- 
tion has been chiefly concentrated on the Pool’s export sales. These were 
carried on almost exclusively through its own offices in London and Paris 
after the establishment of those offices and were of two kinds, namely, 
(1) sales direct to millers and (2) to a lesser extent, sales to middlemen 
in the overseas countries. The Paris office was opened early in 1925 and 
made almost all of its sales direct to the millers in France. The London 
office was opened in 1927, the Manager being Mr. D. L. Smith, formerly 
Sales Manager of the Pool in Winnipeg. Prior to that year the Pool’s 
sales in the United Kingdom and in Europe generally, with the exception 
of France, had been made in much the same fashion as those of other 
Canadian exporters. That is, the Pool had connections with importers and 
agents in various cities and countries. These persons made sales to millers 
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and others and handled no Canadian wheat other than that of the Pool, 
but they did also handle wheat from other countries. The Pool’s own office, 
however, dealt exclusively in Canadian wheat, Pool wheat. Mr. Bredt 
stated that he believed that this latter fact tended to increase the sale 
of Canadian wheat (evidence, p. 5574). 


The Pool made one experiment with exclusive contracts with over- 
seas mills. In September, 1925, an agreement was made with J oseph Rank 
Limited, a large milling concern in Great Britain, whereby the latter agreed 
to buy its entire requirements of wheat from the Pool providing the price 
was as favourable as that of any exporter. No price or quantity was 
fixed. Prices were quoted daily by the Pool, which had some knowledge 
of its customer’s requirements through monthly advices as to the quan- 
tities and grades that would probably be required for shipment to the 
various ports of the United Kingdom. The mill had the privilege of seleci- 
ing the days on which its purchases would be made. The agreement was 
terminated in September, 1927, because of objections by other customers 
that it really conflicted with the Pool’s policy of one price to all buyers. 
Mr. Bredt stated that when the agreement was cancelled Mr. James Rank 
made a trip to Winnipeg, to interview the Board of Directors. (Evidence, 
p. 5614.) 

As described by Mr. Bredt (evidence pp. 5644-49) the Pool’s export 
business was carried on in general in the same manner as that of other 
exporters. Offers were cabled abroad each night based essentially on the 
Winnipeg closing quotation plus the current cost of freight, insurance, etc. 
The London office was used for the transmission of these offers, which 
required acceptance before the opening of the Winnipeg market the fol- 
lowing morning. During the day, further offers might be made, depending 
upon the action of the market, for immediate acceptance. 

Figures are not available as to the amount of direct sales. The Pool’s 
annual reports, however, show the amount of export business without dis- 
tinguishing between the sales direct to millers overseas and sales to over- 
seas merchants and other importers, as follows: 


1924-25 55 to 60 per cent (p. 7 of 1925 Report). 

1925-26 “a very large percentage” (p. 12 of 1926 Report). 

1926-27 124 million bushels (equal to about 61 per cent of total Pool sales) 
(p. 14 of 1927 Report). 

1927-28 115 million bushels (52 per cent) (p. 19 of 1928 Report). 

1928-29 108 million bushels (51 per cent) (p. 18 of 1929 Report). 

1929-80 57 million bushels (44 per cent) (p. 12 of 1930 Report). 

All the above sales were made without the employment of any Cana- 
dian Agency. The residue in each year is the volume sold to Canadian 
millers and traders or, perhaps, delivered to the clearing house. . 

Although, as noted below, the Pool preferred to makes sales in the 
manner in which it could obtain the best price, there was nevertheless a 


definite preference for making direct sales wherever possible. 
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“We preferred to sell direct to_millers overseas, in the United 
Kingdom and on the continent, and to millers direct here in 
Canada, rather than, say, to use the facilities of the Exchange to 
sell futures.” (iividenies pp. 6449-50.) 

“We preferred to sell into actual oben aieueate (Evidence 
p. 6450.) 


On the one hand, such sales would bring to the Pool, if it operated 
efficiently, the profits that would otherwise accrue to other exporters, and, 
on the other hand, the idea of selling to consumers rather than having 
any dealing with middlemen and speculators was an integral part of 
Pool ideology. It was considered desirable to keep under the control of 
farmers’ representatives. the entire flow of grain from producer to con- 
sumer. This was closely associated in their minds with the idea of orderly 
marketing, and of supplying wheat only as required to fill actual con- 
sumptive demand: 


“The Pool’s objective was to have its members collectively 
carry their own wheat until such times as they found markets for 
it in consumptive channels.” 


The Pool’s orderly marketing policy was: 


“simply an attempt to move the flow of wheat into consumption 
in accordance with consumptive demand.” (Evidence p. 5521.) 


OTHER MetHops oF SALE 


Aside from its direct sales and other exports the Pool sold consider- 
ably in the Winnipeg market. Wheat was sold on the cash market from 
time to time when the price was suitable (evidence p. 6716) and in the 
case of many such sales futures were taken back from the buyer, both 
because of the desire of the customers to do business on that basis (evi- 
dence p. 5526) and because if the Pools did not take back the future the 
customers would probably sell the same quantities of futures on the 
market immediately and possibly depress the price (evidence p. 6716), 
whereas the Pool could dispose of the future in its own time, thus con- 
tinuing to carry the same quantity of wheat, but in the form of futures 
instead of actual grain. Occasionally, these futures would be held until 
the delivery month and cash grain would be received by delivery through 
the clearing house (evidence p. 5526). 


SELLING ON Futures Market 


As a result of taking back futures contracts on cash sales the Pools 
necessarily had to makes sales in the futures market if only to close out 
these contracts. In fact, however, sales of futures were made on num- 
erous occasions without direct connection with, and in greater quantities 
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than, futures that had been acquired in making cash sales. In the first 
place, there were occasions when the futures market offered an oppor- 
tunity of securing a better price than was otherwise obtainable. Mr. 
McIntyre, Assistant Sales Manager, speaking at the International Wheat 
Pool Conference at St. Paul in 1926 (Ex. 240, p. 71 and evidence p. 6760) 
said: 


“ There are times when speculative fever, such as there was 
last year, will carry wheat possibly away over its true value. If 
you have a market which is bound to pay 20 cents more than what 
you consider prices worth, can any pool afford to let that market 
pay that price and not sell them the wheat?” 


While eventually the actual grain itself had to be sold, these futures 
sales insured a certain basic price for the quantities that were so sold 
(evidence p. 6718). 

Sales of wheat futures were also made with a different and specific 
purpose, or rather a double purpose, in the summer and early autumn. 
In the first place, futures sales were sometimes made as a help towards 
completing the disposal of the year’s crop and determining the final pay- 
ment to be made to members. For example, on July 31, 1928, out of a 
total of 43 million bushels still on hand, some 12,500,000 had been dis- 
posed of by cash sales for deferred shipment, and another 12,000,000 by 
sales on the futures market. Similarly, in 1929, close to 27,000,000 bushels 
had been sold as futures by the end of July, with respect to the balance of 
the 1928 crop, although there was still an unsold carry-over (after allow- 
ing for those futures sales) of about 52,000,000 bushels. 

Likewise, sales of futures were made, on one occasion as early as 
February, by way of advance sales in respect of the following crop. In 
1925, October futures to the extent of 5,661,000 bushels were so sold 
during May, June and July. In 1926, the quantity was 6,237,000; in 1927, 
just under 15,000,000; and in 1928, 4,603,000 (evidence pp. 6913-19, Ex. 
358). In 1929, the records show only a very small quantity so sold and 
the explanation given (evidence p. 5791) was that all futures sales made 
that summer were allocated to the 1928 crop in view of the large carry- 
over remaining on hand and of the fact that it was realized that the 
interim payment of July, 1929, represented virtually the final payment 
on the 1928 crop. 

Thus, although the Poo! did not hedge in the manner of country 
elevator companies by a purchase of cash wheat and a simultaneous sale 
of futures, it, nevertheless, hedged portions of its merchandise at times 
by making extensive sales of futures with a view to securing what appeared 
to be a good price. As was stated in evidence, futures sales were made: 

“if the price were satisfactory ” (evidence P- 5545)—and 
“we ysed the futures market on those occasions because we con- 
sidered that it was an advantage to make use of it” (evidence 


p. 5546). 
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With respect particularly to the sales in advance of the incoming crop, 
Mr. Bredt said: 

“Tt was just exactly the same as if we had made a sale under 
contract for the delivery of actual wheat later on. That is what we 
considered it” (evidence p. 5546). 

The extent to which such sales were made: 
“ depended naturally upon the prospects of a crop and the amount 
of the carry-over or on the amount of the unsold stocks still on 
hand of the old crop and whether or not our technical men, sales- 
men, considered that it was advantageous to make sales at that 
particular time by this method” (evidence p. 5783). 


Buying on Futures MARKET 


Another use of the futures market by the Pool was for the purpose 
of purchasing, not selling. Mr. Bredt said that on those occasions the 
management thought that a price decline was not justified or had been 
caused by manipulation and that by making purchases the Pool could 
give strength to the market. The first occasion was in April, 1925. Prices 
had declined from $2.17% on January 28, with large intervening fluctua- 
tions, to $1.383 on April 3. This low point was only 3% cents above the 
amount of $1.35 which the Pool had paid to its members by way of initial 
and first interim payments. On April 4, the Pool purchased 3,435,000 
bushels of futures. By April 11, the price had risen to $1.69. The futures 
so acquired were sold out in May and June at a profit of $486,000 (evi- 
dence p. 5804). The second occasion was in May, 1929, when 6,153,000 
bushels were purchased between the 9th and the 17th and were sold out 
in June at a profit of $537,000. The third occasion of this sort was a series 
of purchases extending from November, 1929, to April, 1930, which later 
had to be disposed of at a loss of $2,014,000 (evidence pp. 5803-6). 

Two reasons are given for these purchases. First it is said that the 
price declines jeopardized the margin of 15 per cent which the Pool had 
to maintain between the current market value of its holdings and the 
amount of its borrowings from the banks. At least in 1925, this margin 
had not been actually infringed and there was no trouble with the banks, 
but it was felt that the margin would be endangered by any further fall 
in price (evidence p. 5795, also 5620, 5624, 5627, 5629). 

The second object was to influence the market with a view to aiding 
sales by stabilizing prices. Mr. Bredt says the Pool firmly believed that 
the price declines were unjustified by world conditions or by commercial 
transactions and were, in fact, being made by manipulation. In the view 
of their salesmen the downward trends were not justified. All purchases 
were made upon the advice of their salesmen. -The Pool went into the 
market with the purpose of stopping the decline. Mr. McPhail, on page 
341 of the evidence before the Stamp Commission, described their purpose 
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as that of stabilizing the market “ exactly the same as the United States 
Farm Board tried to stabilize the market ” (evidence p. 6723). In May, 
1929, the Pool thought there was a bear raid on the market and decided 
to take a definite stand against it (evidence pp. 5803-4, quoting “ Tides 
in the West,” Ex. 337, p. 23). Likewise, in the fall of 1929, “ we were 
under the impression that the market was being manipulated,” and they 
felt that the price was too low and that wheat should go up or at least 
that it should not go lower (evidence p. 6701). In 1930, after the Provin- 
cial guarantee had been given the provincial governments were notified 
of these purchases of futures before the purchases were made (evidence 
p. 6712). Evidently reliance was placed upon the good judgment of the 
Pool executive and the efficiency of its information service. 

Whatever may have been the motive behind these purchases of futures, 
the action taken in each case was in its nature speculative and was based 
upon the confidence of the management that prices would rise, and, probably, 
that the Pool’s purchases would themselves influence the market upwards. 
On the two occasions, namely in April, 1925 and in May, 1929, the specula- 
tion turned out happily and the Pool made profits. But the last venture 
into the buying side of the futures market in the fall of 1929 and the winter 
of 1930 proved unsuccessful and the loss was heavy. The net result of all 
these transactions was a loss of nearly $1,000,000. Having regard to the 
disinterested personal position of the Pool officials, and to their ability, 
experience and access to sources of information, the outcome of these 
speculations, on the whole unfortunate, illustrates the dangers and difli- 
culties which attend grain market speculation. 


SELLING PoLicy AND CARRY-OVERS 


The Pool itself has frequently put forward, as the standard by which 
its selling policy should be judged, the amount of its carry-over at the end 
of the various crop years. In numerous publications prior to the cessation 
of pooling, the unsold Pool stocks as at July 31 of each year are compared 
with the total Canadian carry-over. In the Pool’s submission to the Com- 
mission, the method adopted was to compare total Pool stocks, whether or 
not sold for future delivery, with the total Canadian carry-over. In each 
case the statement was made that as the Pool handled 50 per cent of the 
total crop it was proper that the Pool should hold in the neighbourhood of 
50 per cent of the total carry-over; and that whenever that occurred it was 
clear that the Pool had made sales as large as could be expected. 

This method seems to be fallacious for three reasons. In the first 
place the amount of Pool carry-over at the end of any particular year has 
no necessary relationship to the success of the selling efforts of the Pool 
during that year. There is no reason why in handling half the crop the 
Pool should finish the year holding half the carry-over. For example, if 
at the commencement of the year the Pool had no carry-over and the total 
Canadian carry-over was 50,000,000 bushels, and at the end of the year the 
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Pool had a carry-over of 50,000,000 bushels out of a total Canadian carry- 
over of 100,000,000 bushels, it would be in line with the Pool argument to 
say that the Pool had finished the year with its proper proportion of the 
carry-over. It is clear, however, that in such a year the Pool would have 
failed to sell its share of the current crop, to the extent of 50,000,000 bushels, 
its carry-over having increased by that amount; and that the non-Pool 
proportion of the current crop had been completely disposed of, its carry- 
over having remained stationary. 

This hypothetical case was very closely approximated in fact in the 
year 1928-29. At the end of July, 1928, total Pool stocks were 43,000,000 
bushels, of which 25,000,000 had been sold but not delivered, leaving an 
unsold carry-over of 18,000,000 (all of which had been sold by the end of 
August, that is by the end of the Pool’s fiscal year). At the end of July, 
1929, the total Pool stocks were 85,000,000 bushels, of which 33,000,000 
had been sold but not delivered, leaving unsold stocks of 52,000,000 or an 
increase of 34,000,000 bushels. During that crop year (1928-29), the total 
Canadian carry-over increased by 36,000,000 bushels. In other words the 
non-Pool carry-over had remained virtually stationary while the unsold 
Pool carry-over increased by 34,000,000 bushels, although, considering 
merely the position at the end of July, 1929, the unsold Pool carry-over 
was only 41 per cent of the total Canadian carry-over, and the Pool had 
handled 52 per cent of the crop. If, on the other hand, regard is had to 
total Pool stocks (instead of only unsold Pool stocks) the increase during 
the year was 42,000,000 bushels, and the balance of the carry-over 
decreased by 6,000,000 bushels. The basis used by the Pool, in accordance 
with which it would be pointed out that at July 31, 1929, total Pool stocks, 
sold and unsold, constituted 66 per cent of the total carry-over, thus reveals 
a completely different situation from that given by consideration of the 
respective increase and decrease in Pool carry-overs and the remainder of 
the carry-over. 

Secondly, there is no valid basis of comparison between the Pool carry- 
over and that part of the carry-over which was in other hands. In the 
previous Pool literature, the comparison made was between the unsold Pool 
carry-over and the entire balance of the carry-over, which balance was 
usually described as being in the hands of the trade. But it is clear that 
of the so-called balance a certain proportion would be in farmers’ hands, 
some would be in Canadian mills waiting to be ground into flour, and an 
uncertain amount, possibly in some years a very large proportion of the 
remainder, would have been sold either in Canada or in the export market, 
for shipment at some future date. This factor was to some extent corrected 
in the Pool submission where not the unsold carry-over, but the total Pool 
stocks at the end of the year, were used as the basis; and where the 
comparison was made with the total Canadian carry-over, the non-Pool 
proportion not being described as in the hands of the trade. It is clear, 
powever, that looking merely at total stocks—whether sold or unsold—is 
of no utility when the matter under consideration is the extent to which 
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the Pool, or any other marketing agency, had sold the grain entrusted to 
it for that purpose. 

Thirdly, there is little apparent reason for making any comparison 
between what was done with Pool wheat and what was done with other 
wheat. The Pools were an agency to sell members’ wheat to the best 
possible advantage, having in mind certain principles of action to be 
found in their charter and their contracts. What was done with other 
farmers’ wheat and the price obtained therefor was not its concern. The 
Pool carry-over should be considered, not so much in relation to other 
carry-overs, but rather in relation to the objects of the organization and 
the policy which should have been followed to attain these objects. 


BEGINNING OF DIFFICULTIES 


Professor Patton has noted that: 


“The Canadian Wheat Pool had come into existence under a 
favourable international conjuncture in which the gold price level 
was relatively stable, in which international loans and investments 
were being made in unprecedented peace-time volume, in which 
European wheat imports attained record proportions, and in which 
Canada had assumed first rank as a wheat exporting nation.” 


These conditions (excepting Canada’s export position) came to an 
end in the year 1929-30, at a time when the international wheat position 
was particularly vulnerable, owing to the huge world crops of the previous 
year. In 1928 world production (excluding Russia and China) was 464 
million bushels greater than the average for the preceding five years. The 
greater portion of this surplus was produced in overseas exporting countries. 
Despite record international shipments in 1928-29, the carry-over in the 
four chief exporting countries increased by 187,000,000 to the figure 
554,000,000 bushels. The Pool itself had an unsold carry-over, at August 31, 
1929, of 48,000,000 bushels, as compared with no carry-over at the same 
date in 1928. 

There can be no doubt that the origin of the Pool’s difficulties, so far 
as its own actions are concerned, lies in its failure to dispose of its share 
of the 1928 crop (by contrast, the non-Pool Canadian carry-over did not 
increase in 1928-29) which left it unprepared to meet the price crash in 
1929-30. It is true, as Mr. Bredt said in evidence (p. 5631), that neither 
the Pool nor anyone else had reason to expect that in the particular year, 
1929-30, world wheat shipments would decline by 300,000,000 bushels, but 
the general possibility of difficulties in the world wheat position had long 
been known to the Pool, and it did nothing to prepare itself for any untoward 
eventualities. 

The Pool had, in the Central Report of 1927 (dealing with operations 
in 1926-27) pointed out that world production was increasing and that, 
accordingly, “ the outlook during the year was, if anything, for lower prices.” 
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The following year (see p. 17 of 1928 Sask. Report, dated November) it 
was drawn to the attention of members that: 


“The operations of the Pool had to be based on an increased 
world production ” 


and figures were given showing constantly increasing production since 1924 
—an increase between 1924 and 1927, in fact, of 800,000,000 bushels. In 
1929 the Central Selling Agency reported, in October (p. 16 of 1929 
Saskatchewan Report), that: 


“Tt was apparent in the early season” (i.e. of 1928-29) “that 
we were faced with a year of extraordinary world production, as the 
United States and Canada both produced very large crops, to be 
followed later by Argentina with a record crop and Australia with 
an above-average crop.” 


(The latter two countries’ crops would not of course be known until 
December, or later, and in point of fact the Argentine crop was greatly 
under-estimated, but the Canadian and United States crops were known 
fairly exactly in the autumn, and the general outlook, “ apparent in the 
early season” was for a “ year of extraordinary world production.”’) 

In the same report it was also noted that: 


“ Production throughout the world has undoubtedly been stimu- 
lated by the comparatively high prices ruling for the past four 
years ... partly offset by increased and increasing world consump- 
tion.” 


The lesson drawn from this was that: 


“The need for a regulating organization between consumer and 
producer, such as the Pool, was never more apparent.” 


May, 1929 


It was in May, 1929, that the Pool completely departed from the policy 
that might be expected in the midst of such conditions. Sales up to then 
had been large, averaging 25,000,000 bushels per month from September to 
December, and 16,000,000 from January to April. It is to be expected that 
sales after December and before May would be smaller than in the autumn, 
but in this year it is to be noted that such lessening of sales took place 
despite the existence of higher prices (Winnipeg average cash closing price 
was $1.19% for the period September to December, $1.248 for January to 
April). By this time the Argentine competition was making itself felt. 

“From January, 1929, on we were faced with the most severe 


kind of competition from the pressure of the Argentine wheat on 
the market ”— 


75 


as Mr. McPhail said in an address in March, 1930 (See Tides in the West, 


Ex. 337, p. 23, footnote 2, and Patton Ex. 175, p. 10 and evidence p. 6483). 
He also said that: 


“During the winter months last year” (i.e. winter 1928-29) 


“our Winnipeg prices were unduly high as compared with the 
Argentine.’ 


It is apparent therefore that from J anuary on the Pool was not willing 
fully to meet the Argentine competition, but it was in May that the crisis 
really arose and was met by a decision in favour of holding rather than of 
maintaining sales at current price levels. From September to April 
Winnipeg cash prices had been very steady, with a low of $1.138 and a high 
of $1.314, and with average prices about 5 cents higher after December 
than before. Mr. McPhail spoke of the “ drastic decline” and “ the big 
break in prices” . . . “to as low as $1.06 in May.” The decline was in fact 
from $1.21 on May 1 to $1.11 on May 7, and finally to $1.064 on the 31st. 
The only large single decline was from $1.193 on the 4th to $1.113 the next 
market day, which was the 7th. On May 9, the day the Pool commenced 
buying futures, the cash price was $1.103, and on May 19, the last day 
of the Pool purchasing, it was $1.124. The decline then continued until 
abruptly reversed by a rise of 64 cents on June 4, which put the price at 
$1.14. 

It has been mentioned that Mr. McPhail said that in May, ‘‘ We decided 
to take a definite stand against what we considered a ‘ bear raid’ on the 
market,” and this was the reason for the purchases of the futures. 

With regard to the general problem he said: 


“Some people will naturally ask, why not have taken such an 
attitude to the market as to have brought our prices in line with 
those of Argentina? At the time of the drastic decline I speak of 
in Canadian prices, we found that Argentinian prices simply kept 
falling away from ours; and even at these low levels there was no 
sign of touching bottom so far as Argentinian prices were concerned ” 
(evidence p. 6485). 


It is evident that the “ bear raid,” if any, must have been world wide. 
That a “Holding Policy” i. refraining from selling at current 
prices was deliberately adopted in the spring of 1929 is clear from the 
sales figures given in evidence, from the foregoing remarks of the Presi- 
dent, and from equally authoritative statements by the General Manager 
of the Central Selling Agency (quoted in a Pool pamphlet entitled “ Open 
Market Prices Under Pressure—Pools Unaffected by Demoralization,” 
issued in May, 1929. See evidence pp. 6486-88). Taking certain figures 
of production and carry-over as his basis, the general manager said: 
“The much-talked-of world surplus amounts to an increase in 
the United States carry-over of some 60,000,000 bushels, which is 
partially offset by a decrease in the Canadian carry-over.” 
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He went on to point out that the 1929 world crop would not likely be as 
large as in 1928, but that even if it were, 

“The increased consumption which has developed this past year 
will in all probability provide a market, and at a profitable figure, 
provided it is marketed in a sane way. There is no doubt that a 
reasonable price will be obtained for the balance of this year’s and 
succeeding crops as we are adequately financed and prepared to 
await the demand.” 


This last can only mean, prepared to wait for demand at a price 
satisfactory to the Pool. As already mentioned, the Pool not only ceased 
selling in May, but went further and bought futures to influence prices. 

The reasonableness of this action is not apparent. If there was 
believed to be only a temporary fluctuation, “ stabilizing” purchases were 
not necessary and could only add to the quantities required to be sold 
later. On the other hand, no matter what the Pool managers believed, 
there was at least the possibility that the decline would continue, in which 
case adding to stocks by purchases might be disastrous. Prices had not 
really declined seriously as compared with the previous autumn. ‘The 
price paid to Pool members to date was only 97 cents, and over 160,000,000 
bushels had been sold at considerably more than that, so that the bank 
credit was not imperilled. Winnipeg prices had avowedly been “ unduly 
high ” as compared with Argentine since January. At most, a certain less- 
ening of selling might have been regarded as sound policy—not the making 
of future purchases exceeding what small sales had been made that month. 

However, the experiment was successful financially, in the sense that 
futures sales in June at higher prices were regarded as closing out the 
May purchases. But the Pool still had to sell over 80,000,000 bushels 
during the remainder of the year if it were to repeat the achievement of 
1927-28, when it had no unsold carry-over by the end of August. 


SELLING ResuMeEp, JUNE, 1929 


In June prices recovered, there being a rising market for the most 
part, although the average Winnipeg price for the month was only 5 cents 
higher than the average during the decline in May. Selling was resumed 
on a large scale, the total for June being 20,103,000 bushels, as compared 
with 4,510,000 in May. If the figures are adjusted to include the Pool’s 
special futures transactions, total sales in June were 26,258,000 bushels, as 
compared with net purchases in May of 1,648,000. 


Actions IN Juxuy, 1929 


In July, however, and even more in August, no vigorous selling policy 
was followed, despite higher prices, and this, coupled with the large pay- 
ments to members brought the Pool into 1929-30 with a large unsold carry- 
over and, when prices thereafter declined, an unbalanced financial position. 
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It has been mentioned that large sales were made in June, on a rising 
market. The average cash price for the month was $1.184 and the closing 
price on June 29 (the 30th being Sunday), was $1.294. In July there was 
a very rapid and sustained rise to $1.788 on the 29th, yet Pool sales were 
only 13,561,000 bushels, leaving 52,000,000 bushels still unsold on July 31. 
The reasons given for this failure to make more substantial sales will be 
discussed shortly. Here attention must be directed to an action of the 
Central Board, which, more than any other Pool action except the mistake 
in selling policy, was responsible for its financial difficulties and ultimate 
failure. For, after all, entering the crop year with a large carry-over would 
merely interfere with the selling of the new crop, and would not directly 
affect the financial position unless a large debt were incurred in respect of 
that carry-over. This last is just what the Pool did, unfortunately. Until 
July the Pool had only paid its members 97 cents (basis No. 1 Northern) 
on their 1928 crop. On July 11, when the Winnipeg cash price was $1.444, 
a further interim payment of 214 cents was authorized, and was paid on 
July 31 when the Winnipeg price was at $1.72. The total sum so distri- 
buted was, in round numbers, $40,000,000. (See 1931 Sask. Report, 
p. 49). Although Mr. Milliken stated (evidence pp. 6909-10) that he had 
been informed by the Treasurer that it was not known how much of this 
payment was borrowed, because advances were being made at the same 
time in respect of the new crop which are also included in the bank debt, 
a simple calculation from the known figures seems to show that the entire 
sum was borrowed. On p. 21 of the Central Report for 1928-29, the 
balance sheet shows a bank debt of some $68,000,000, as at August 31, 
1929 (against which, of course, there were stocks of grain, having a total 
value at prevailing prices of $84,000,000) up to the end of September, 
deliveries of the new crop to Central aggregated 18,626,000 bushels (Brief, 
Part 1, p. 27). Even if all this had been No. 1 Northern and delivered 
by the Pool members in August, and even if no sales had been made, the 
most that could have been paid on account of the new crop was 
$18,625,000. In fact, of course, the amount was much less. Likewise 
deliveries of old crop in August were 1,728,000, on which at most $2,000,000 

~ would have been paid. It thus appears that the bank debt attributable 
to old crop wheat delivered to Central must have been over $40,000,000, 
and that therefore the entire amount of the July interim payment was 
borrowed. 

This was placing the Pool’s finances in a very hazardous position. 
At prevailing prices ($1.72 on July 31 and $1.523 on August 31) the 
*value of grain on hand was, of course, in excess of the bank debt; but 
such prices were much higher than had prevailed for several years, and 
could only justify such a large borrowing if in fact steps were taken to 
dispose of the unsold stocks at those prices. This was not done. 

Prices were very high in July, August and September, and may be 


summarized as follows:— 
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WINNIPEG CASH PRICES 


a 
ooo ee SS era 


f Average 
a High Low daily prices Pool sales 
$ cts. WI$ ets. $ cts. bushels 
DULY LOL Oe ste creer iiie eel niece aleve tetas ainisiers 1 78% 1 344 1 59% 13,561,000 
MIME “bub he 2 crn. Jae tree 1 738 1 51¢ 1 58 3,751,000 
September shies oeiste wee cles 1 57% 1 41} 1 494 8,563,000 


It is convenient to deal with Pool sales as a whole in this period, as 
indeed was done in the evidence of Mr. Bredt. Mr. Bredt said that, look- 
ing backwards, it can be seen to-day that sales should have been larger 
(evidence pp. 6635-6; 6625; 6775) as indeed is obvious; but he said that 
in the circumstances it was, in effect, impossible for the Pool to do other 
than it did. 


EFFECT OF SPECULATION 


The essential factors in the market situation at this time were that 
a wild speculative boom was taking place at Winnipeg and Chicago, and 
that Argentine grain was being sold in Europe in very large quantities 
(the size of their 1928 crop had been universally underestimated) and at 
prices very much below ours—that it was, in fact, effectively shutting 
Canadian wheat out of the export market. Mr. Bredt gave the figures of 
Argentine shipments for the last six months of 1928, 1929 and 1930. In 
particular, it may be noted, that in July, August and September 1929 
the shipments totalled 59,475,000 bushels, as compared with 24,260,000 
and 9,629,000 in the corresponding periods in 1928 and 1930 respectively. 


Poot Export OFFERS 


Faced with such circumstances, what did the Pool do? Mr. Bredt 
gave evidence that during these months the Pool made export offers at 
prices that were at times 64 cents below the equivalent open market price 
at Winnipeg, plus transportation and other export costs. Out of the 
seventy-six market days in this period, the Pool export price was under the 
Winnipeg market on forty-seven days, equal to it on five days, but actually 
over the market on sixteen days; and on eight days no offers were made. 
(Ex. 850). This was described as evidence that the Pool were “free and 
anxious sellers” (Brief Part 11, p. 2) or at least anxious (evidence p. 
6528) , for in fact the offers were of no avail—sales could not be made (evi- 
dence pp. 5569; 5632-4). The fact of the offers being sometimes under the 
market does not necessarily mean that the Pool was making really deter- 
mined efforts to meet world competition. Thus on July 11 the Pool offer 
was 4c. under the market and on July 17 it was 43 cents under, but in the 
meantime the Winnipeg price had risen 32 cents, and the Pool offer had 
correspondingly been raised, though not quite to the same extent. 
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The fact is, of course, that the Winnipeg market was at this time 
wholly unrelated to the world market as represented by the prices at 
which competing wheats were being sold. The Pool Brief (Part Ag hap 
9) quotes the statement of Mr. Sidney T. Smith before the Stamp Com- 
mission in 1931, that: 


“Tn the fall of 1929 we ran about 25 cents a bushel higher 
than world values in Liverpool. We couldn’t sell anything further.” 


And, says the Brief, it was through “ recognizing this fact and being seri- 
ously concerned about their inability to sell in volume,” that the Pool made 
these export offers. Mr. Bredt was questioned why offers had not been 
made still lower until sales could be made; why the Pool offers jumped 
upwards between July 11 and 17 as much as 12 cents in a day—and 
28 cents in six days—and also (since the Pool had not hesitated to use 
the futures market on other occasions, even to the extent of buying 
futures) why large sales were not made in the futures market to take 
advantage of the high prices ruling there, which were recognized by 
the Pool as “materially above world parity.” (Brief, Part 11, p. 9). 

With regard to the export offers, Mr. Bredt said that they had no 
assurance that they could make sales even at much lower prices (evi- 
dence pp. 6752; 6786) for Argentine prices might decline even further; 
and that they could not make greater use of the futures market because 
large Pool offers there would cause prices to fall (evidence pp. 6803-4). 

It would seem that to make prices fall should have been the object 
of Pool policy at this time, if they really believed that excessive Win- 
nipeg prices were responsible for the cessation of export sales. In any 
event, since the market was one of the strongest speculative “ bull” 
markets ever known, there can be little doubt that large sales of futures 
could have been effected without crashing prices. 

In this connection, however, Mr. Bredt gave in explanation of Pool 
policy in 1929, a series of statements which indicate either a fundamental 
defect in any marketing system wherein the selling agency is selling for 
the producers and is responsible to them either directly or indirectly, 
or else a misconception of their duties on the part of the Pool leaders. 
He said that if the Pool had lowered its export offers further and made 
sales at such lower prices: 


“We would have been liable to very, very severe criticism if 
the market had not declined, because naturally our members 
expect us to obtain as high a price as we possibly can.” (evidence 
p. 5569, see also 5635-6). 

and that on the other hand if the market had declined through the Pool 
either lowering its export offers still further, or by selling large quantities 
on the futures market, the criticism would have been even more devas- 
tating. , 
The Winnipeg price was a “ yardstick operating alongside ” to which 
their members in the country looked “ more or less as a guide upon which 
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they expected to get a return” and “ we felt that to make sales to meet 
that competition from the Argentine would have ruined our whole organi- 
zation.” (evidence p. 6521). ‘“ We would have lost the confidence of our 
members completely.” 

The same objections applied to making cash sales at Winnipeg, as to 
selling futures (evidence p. 6805). 


The Commissionrer: “ You say you did not dare to make an 
offer low enough to meet that competition because such action might 
have precipitated a fall in prices, and your members would have 
been dissatisfied? 

A.: “And we might have lost our whole organization” (evi- 
dence p. 6826-7). 


With these remarks should be contrasted the statement of Mr. McIn- 
tyre, Assistant Sales Manager, previously quoted, that if speculators are 
willing to pay 


“20 cents more than what you consider prices worth, can any pool 
afford to let that market pay that price and not sell them the 
wheat? ” 


Mr. Bredt referred to the Pool as 


“an organization brought into being with the avowed purpose of 
getting for the producer the best price obtainable” (evidence 
p. 6503). 


The best obtainable price at that time was certainly the future price in 
the Winnipeg market. The Pool leaders knew that these prices were high, 
according to the earlier evidence of Mr. Bredt. If such were the case, it 
would be hard to understand why they did not take advantage of them. 
But the management did not even try to obtain these prices. 


Poot Optimism 


There is considerable evidence, however, to show that the Pool officials, 
while they knew that Winnipeg prices and the Pool prices were far out of 
line with world parity, believed that the pressure of Argentine competi- 
tion would ease off, and, that by holding for a while, they could later 
sell at the price they desired. In fact, this evidence shows that at this 
time the Pool was deliberately pursuing a holding policy. 

Mr. Bredt’s use of the terms, ‘Supposing we had decided to enter 
into cut-throat competition with the Argentine” and “If the pools had 
set out deliberately making export offers in competition with the Argen- 
tine” (evidence p. 6503) indicate that in fact the Pool refused to sell at 
competitive prices, or at any rate refused to attempt to do so. Likewise: 
“To make sales to meet that competition from the Argentine certainly 
would ‘have ruined our whole organization” (evidence pp. 6521, 6786) 
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Mr. Bredt stated that the Pool deliberately kept off the Winnipeg futures 
market (evidence p. 6804). 

On p. 6503, Mr. Bredt said, “At that time neither we nor anyone 
elise knew what was going to happen to prices finally.” On page 6786, 
however, he agreed that the Pool’s export offers indicated that they felt 
that the Argentine competition was a matter of distress prices (see also 
p. 6787) that was going to work itself out, and that the real value of 
wheat which was shown in the Winnipeg market was going to be realized. 

The Pool had the same over-optimistic attitude at that time as every- 
one else (evidence p, 6522). Everybody was bullish (evidence p. 6786). 
The Pool salesmen expected that the heavy shipments from the Argentine 
would cease and that Canadian wheat would again be in demand (evidence 
pp. 6749-50). 


“The real trouble had its start with this large carry-over of 
the 1928-29 crop year,” 


it was suggested, and My. Bredt agreed (evidence p. 6748). 
Asked: 


“ Whatever the reason was, the Pools saw fit to carry over 
these stocks unsold?” 


at the end of August, he replied: 


“In other words, they shared with everyone else in Canada 
the prevailing sentiment that prices were likely to go higher.” 


Certainly the statements made at the time by Pool officials indicate 
an optimistic attitude about prices and a determination to wait until 
sales could be made at a price conforming to such ideas. Such state- 
ments were quoted in the course of Mr. Bredt’s examination, at pp. 6814 
to 6846 of the evidence. 


Poot Prick Poticy AND ITs EFFECTS 


These incidents of 1929 lead me to a closer consideration of the price 
question. It will be necessary to deal rather lengthily with the policy and 
the record of the Pools in regard to it. The question is important in the 
interest of those who join co-operative selling organizations, as well as in 
that of producers who remain outside. It is also of interest, of course, to 
the buyers of our product. dy 

The obtaining of good prices for the producer is surely a legitimate 
object, and one which any co-operative selling organization is bound to 
keep in view. The question here is whether the Pools over-emphasized 
this object or strove for it in such a way as to antagonize buyers and 
thereby do more harm than good. The true inferences will be drawn from 
the facts to be gone into in part in this chapter and in part later on. 


57542—6 
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There seem to be only two ways of securing better prices than 
previously paid to the producer at any given time. The one is to increase 
the ultimate market price; the other is to increase the producer’s share 
of that ultimate price. And both these results may, of course, be kept 
in view. | 

While dissociating co-operative marketing by a growers’ organiza- 
tion from the form of selling under Government control and assistance, 
the appeal of the pool marketing method to Western farmers was never- 
theless closely connected with the ideas they entertained as to the 
“success” of the 1919 Board and the causes of such success. As Pro- 
fessor W. A. Mackintosh has said (Queen’s Quarterly, issue for October- 
December 1925, p, 121): 


“Tt was difficult for the grower to dissociate in his mind the 
Canada Wheat Board and the high price levels of 1919-20, and yet 
there is no evidence to show that the Canadian farmer obtained a 
higher price because of the activity of the Wheat Board. The 
Wheat Board paid a total of $2.63 a bushel but the weekly low 
price for No. 1 Northern wheat in Minneapolis only went below 
$2.63 during three weeks of the entire crop year, and so the United 
States farmer with competitive marketing did at least as well as 
the Canadian farmer with a controlled market.” 


The U.S. Government set up a National Wheat Board for the 1919 
crop but it had no monopoly power; farmers were left free to sell to the 
Board or to the trade. Professor Mackintosh likewise speaks of 


“The state of mind which connected the controlled buying 
(sic) of the Wheat Board with high prices and looked to a similar 
organization to bring back the halcyon days of two dollar wheat ” 
(ibid p. 188). 


The main motive behind the Wheat Pool movement was, it would 
seem, that'of price. Mr. Bredt stated in evidence (p. 5824) that the rea- 
son so many joined the Pool must have been that they hoped to realize 
a higher price by selling through the Central Selling Agency than would 
be realized by each individual selling for himself. In pursuit of what 
they believed to be a new method of marketing which would substan- 
tially enhance the price of their product, farmers were prepared to embark 
on a course which represented a fundamental departure from previous 
forms of co-operative effort. Earlier efforts had all been in the direction 
of increasing competition among those handling and buying grain, and 
freeing the farmer from any kind of monopoly or control by outside 
interests. The results are to be seen in freedom to load his own car, to 
ship to the central market, to have the identity of his grain preserved, 
and to sell when, where and how he will. The farmers’ elevator com- 
panies went a step further by establishing, within the existing marketing 
machinery, a yardstick for the entire marketing organization from country 
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elevators to exporting agency. Their object, which they achieved with 
success, was to set the competitive pace, to assure the farmer lowest pos- 
sible costs, greatest possible technical efficiency, and many alternative 
methods of selling. 

All this was to be changed for the farmer who joined the Pool. He 
gave up all his alternatives, and bound himself, willingly, for a period 
of five years, to operate solely through the Pool, an organization which 
took the place, for him, of elevators both country and terminal, local 
buyers, commission men, brokers, shippers and exporters, and, perhaps 
most important, took his own place as the judge of where and when to 
sell his grain. All these functions were to be performed by a single 
central organization, and much of its very virtue was believed to be that 
it was single, central, large and powerful, a collective substitute for indi- 
vidual judgment. For years great emphasis was placed on the claim that 
the Pool was a voluntary, co-operative and democratic organization of, by, 
and for the farmers themselves—such farmers as choose to join of their 
own accord. It was only in 1929 that a certain bias in favour of a 
compulsory marketing system began to appear. 

How was it hoped that the Pool would secure better prices? The 
predominant notion, at least among the more enthusiastic supporters, was 
certainly a belief in the almost magic qualities of control of supply. Mr. 
H. W. Wood, a member of the 1919 Board and first President of the 
Alberta Wheat Pool, declared in October 1920 that the price of wheat 
that year could undoubtedly have been kept up to at least $2.50 had the 
Board been continued. (Ex. 183, p. 199.) Professor Mackintosh quotes 
a further statement by Mr. Wood at that time, when asked the reason 
for the fall in price: 


“From the standpoint of supply and demand there is abso- 
lutely none, the only reason in the world is the inefficiency in the 
selling of wheat this year.” (Op. cit. p. 138.) 


A Report made by Messrs. Stewart and Riddell to the Saskatchewan 
Government in 1921, while stating that a partial pool would not be in as: 
favourable a position as a monopolistic board, and would be affected 
detrimentally by the competitive selling of that portion of the crop. that 
was not within the pool (Ex. 333, p. 10), nevertheless gave credence to 
the virtues of control and said, with particular reference to a National 
Wheat Board (p. 11) 

“Tt is perfectly obvious that under a system of national con- 
trol, where only one seller exists, and buyers are numerous, the 
advantage is with the seller.” 


This statement seems to overlook the fact that, in regard to buyers, there 
would not be only one seller but many: sellers of Argentine wheat, of 
Australian wheat, of American wheat, etc., all competitors. 


57642—64 
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The belief that the Pool could positively raise the price level of 
Canadian wheat was common among both members and leaders in the 
early days and continued, at least in the pronouncements of the manage- 
ment, until the end of Pool operations, as is evidenced in the following:— 

Mr. Bredt agreed in evidence (p. 5858) that during the inception of 
the Pools there was a very distinct feeling that they would be able to 
raise or influence the price level. Later (p. 5859) he qualified this, so far 
as Pool leaders were concerned, by limiting it to the idea of eliminating 
the autumn slump in prices. 

On page 6678, he agreed that there were some “ over enthusiastic ” 
people who told the farmers that they could get a higher price if they 
joined the Pool. 

On pages 3359-60, Professor Patton, a close student of the Pool 
movement, agreed that the idea of an international Pool being formed 
with a view to influencing prices had been promulgated. 

At a meeting of the Saskatchewan Pool delegates, at Regina, in 1926, 
the Central sales manager, Mr. D. L. Smith, stated that the Winnipeg 
Grain Exchange had really no price except that set by the Pool; that 
the Pool controlled the prices, so far as the supply side of the law of 
supply and demand was concerned; and that the Pool had raised the 
price of Canadian wheat, as compared with other wheats. (See evidence 
pp. 5859-60, and Ex. 338.) On page 5861, Mr. Bredt said that there 
may have been times when the Pool really fixed the price on the Winni- 
peg market; but with respect to Mr. Smith’s statement he thought it 
must have been made with reference to some particular year, for he was 
not a man given to extravagant statements. 

At the International Wheat Pool conference at St. Paul, in 1926, 
Mr. Gourlay, a director of the Manitoba Pool, said that the object of the 
Pool was to raise the price of wheat (evidence pp. 5874-5 and Ex. 239, 
p. 67). A subsequent statement of his seemed to be to the effect that 
prices could not be raised except through international action (Ex. 239, 
p. 84). At the same conference, Mr. H. W. Wood, President of the 
Alberta Pool, said “The primary and most important object is to get a 
better price for wheat’; but he in turn seemed to limit this to raising the 
price of wheat up to the level of other prices (Ex. 239, See evidence 
pp. 5869-70). He then said that if producers in the four chief exporting 
countries combined they could fix the price, and immediately corrected 
this to “raise” the price and maintain it on a level with the prices farmers 
have to pay (evidence p. 5872). On page 5873, Mr. Bredt agreed that 
such a statement lent itself to the interpretation that the only aim and 
object of the Canadian Pool was to organize an international control board 
to raise prices. He said Mr. Wood only meant “that wheat prices should 
be raised to the same level as other prices.” 

On page 6676, Mr. Bredt agreed that Mr. Sapiro and others had held 
out the picture of first organizing a Canadian Pool and then an interna- 
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tional Pool, and that then they could go overseas and tell the consumers 
what to pay. Mr. Bredt described such people as “ over enthusiastic.” 

Professor Mackintosh, in the article cited, deals with this aspect of 
the objective of the Pools on page 126, read into the record on page 5883, 
as follows: 


“There were few even among the most ardent supporters of the 
Pool who seriously thought that the organization could effect an 
increase in the world price for wheat and yet some arguments 
advanced in its favour would seem to infer such a possibility. 
Later literature issued by the Pools themselves specifically deny 
any such intention or power. Nevertheless on one hand the over- 
optimistic grower, and on the other, the European buyer have been 
apt to impute rising prices to the Wheat Pool rather than to the 
shortage of the 1924-25 crop. It is further significant that the 
demand for the Wheat Pool arose out of the period of depression 
when the price of wheat fell proportionately below the prices of the 
commodities which the farmer had to buy. Clearly most farmers 
joined the Pool in the hope that it might do something to mitigate 
the unsatisfactory conditions of agriculture in those years.” 


In a speech, in January, 1927, Mr. J. H. Wesson said that the “ Pools 
were deliberately attempting to stabilize, on as high a plane as possible, 
the Winnipeg quotations,’ and that they “ both deliberately and uncon- 
sciously control Winnipeg quotations.” The unconscious control he 
described as that which arose from the fact that, “the farmers’ wheat is 
not now dumped on the market in large quantities” (See Ex. 339 and 
evidence page 5863). 

Mr. Bredt described this as “over enthusiasm,” and on page 5864 
said that the Pool has influenced the Winnipeg price, but that he would not 
go so far as Mr. Smith and Mr. Wesson. 

At the second International Wheat Pool Conference at Kansas City 
in May, 1927, the following resolution was adopted (quoted on pages 3358 
and 3361, evidence): 

“As soon as practicable, the wheat producers of the chief 
exporting countzies of the world should look towards co-ordination 
of their co-operative program. This must be preceded by thorough 
organization of the producers of wheat in each country on a per- 
manent basis, and such organization must control a substantial 
percentage of the wheat grown in these countries. When these 
conditions are met, then international co-ordination will give the 
wheat growers the same control over the marketing of their crop 
already possessed by other industries and will materially assist in 
putting agriculture in its rightful place among the other industries 
of the world.” 
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Elsewhere in this discussion will be found reference to numerous public 
claims by the Pool to have definitely maintained the Canadian wheat 
price higher than it would otherwise have been in 1928 and 1929. Indeed, 
in the brief itself, on page 15 of part 2, it is claimed that: 


“Had it not been for Pool operations the disastrous drop in 
wheat prices might have come about in 1928”; 


and that the non-pool farmers had 


“benefited by the fact that the Pool method of marketing held 
more than half of the entire crop off the hedging market.” 


Finally, Professor Patton, on page 401 of his book (Ex. 183), said: 


“Many Pool members recalling, or reminded of, the record 
wheat prices associated with the operation of the Canadian Wheat 
Board have signed Pool contracts in the expectation that Pool sell- 
ing would be effective in raising the price of their wheat.” 


But he went on to say that it was 


“ generally recognized by responsible Pool leaders that the higher 
prices since the organization of the Pool had resulted from broad 
international causes rather than from the action of the Canadian 
Pool itself.” 


ORDERLY MARKETING AND AVERAGE PRICE 


The objective of raising the entire price level of Canadian wheat, 
through the power believed to arise from control of supply, may not have 
been widely held among responsible Pool officials; but, as stated, it was 
expressed by the more enthusiastic exponents of pooling and undoubtedly 
affected many farmers. It was very closely connected, in its essential 
aspect of increasing the farmer’s return for his crop, with another really 
quite different idea, that of obtaining an “ average price ” through “ orderly 
marketing.” It is frequently difficult, in reading early Pool literature, to 
discover whether the basic objective of a higher price was intended to be 
achieved through selling for higher prices in the export market (i.e., raising 
the price level) or through the second principle of directing the profits 
assumed to be made by speculators into the pockets of the farmer. The 
background of this second objective was the belief that prices are almost 
invariably lower in the autumn, when most farmers sell their wheat, than 
later in the crop year, and that the speculating class thereby makes a 
profit which should belong to the farmer. This autumn decline is said to 
be caused by the fact that three-quarters of the crop is delivered, and in 
large part placed on the market and sold, before the end of December, 
whereas the ultimate sale and consumption have to extend over the whole 
twelve months. Further, the glut of wheat in the fall, itself a price- 
depressing influence, is believed to be aggravated by short-selling and 
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manipulation. This belief has long been held by many farmers, and has 
been unanimously expressed by Pool leaders, up to and including their 
evidence before this Commission. This is not the place to consider the 
validity of this belief (the question having already been dealt with), but 
of its existence there can be no doubt. The Pool, it was hoped, would 
alter this condition, at least so far as its own members were concerned, 
and it is now maintained that in fact it did so. 

There is considerable ambiguity in the phrases used in this connec- 
tion, notably the expression “average price” and “orderly marketing.” 
If prices were, on the whole, lower in the autumn than later in the 
year, it is clear that an individual farmer would profit by holding his 
grain after harvest and not selling until the spring or summer. Or he 
might sell part of his crop at one time and part at another, and regard 
his entire crop as having been sold at the average of the various prices 
at which he had in fact sold. Many farmers, however, are not in a 
financial position to refrain from selling at harvest time and those who 
adopt such a course might through poor judgment or ill fortune sell at 
prices in the spring that were actually lower than the price they might 
have obtained in the fall, for even if average prices in the latter part of 
the crop-year were higher than in the autumn the fluctuations would 
probably result in the lowest late price being below the highest early price. 
The Pool, it was thought, would overcome such difficulties. It would make 
a substantial initial advance and the farmer’s remaining equity would not 
be wiped out by temporary declines in the market. Sales would be spread 
out over the year, so as to take advantage of the supposedly higher prices 
when they occurred, and the responsibility of deciding when to sell would 
rest upon the experts of the central organization and not upon the indi- 
vidual farmer. To quote Mr. Bredt (evidence p. 5823), 


“The idea was that farmers realized there were fluctuations 
in the price all during the year, and rather than take the risk them- 
selves of deciding upon which particular day they wished to sell, 
they preferred to put their grain into an organization which had 
sufficient volume to make sales all during the year, and in that way 
establish as nearly as possible an average of all prices realized.” 


In the above quotation Mr. Bredt speaks of the average realized price. 
It is clear, upon reflection, that a Pool cannot obtain an average of all 
quoted prices, but only of the prices at which it actually makes sales, 
weighted by the quantity it sells at each price; and this was recognized 
by Mr. Bredt during examination (evidence pp. 5823-24). What the Pool 
got for its members and paid to them, which was all that any Pool can 
get, was the average of its own sales, and not the average market price. 
But the confusion over the meaning of “ average price” appears in much 
Pool literature. 
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ATTiruDE TowArDs SPECULATION 


There were of course, further motives in the minds of those joining 
the Pool. There was the desire already mentioned, which can stand 
separately from the idea of getting a higher price, to pass on to others 
the risk and worry of deciding when to sell; and to know that one’s price 
would be well above the year’s lowest, even though also well below the 
year’s highest. There was also for many the opportunity to put an end to 
all individual dealings with the Grain Exchange and the futures system 
which, 


‘in the opinion of many farmers . . . determines the price of the 
grain they have to sell by public gambling” (Bredt, p. 5437). 


There was also an express objective of the Pool to obtain a larger 
share of the price paid by the consumer through elimination of waste and 
reduction of costs involved in marketing—in brief to narrow the margin 
between producer’s price and consumer’s price, to the benefit of the 
producer, through the economies of large scale operations under pro- 
ducer control (Brief, Part 1, p. 7 and p. 12). 

The “ elimination (or reduction) of speculation” and ‘‘direct selling ” 
seem to have been based as much on dislike of the Grain Exchange futures 
system as upon economic motives. Direct selling may, if efficient and 
successful, bring to the farmers money that would otherwise form the 
profits of exporters, usually less than a cent a bushel, but can have little 
other economic effect, save as an instrument in a plan, if any, to extract 
higher prices through control of supply. Likewise the “ elimination of 
speculation”? so far as concerns the hazards imposed on the individual 
farmer by the existence of a speculative market, was accomplished by the 
mere act of forming the Pool. Each Pool member was completely insu- 
lated, as an individual, from the price fluctuations of the market. Yet the 
Pool ideology evidently went further than this and was based on an 
antagonism to speculation as such, considered to be vicious, and to have 
a depressing effect on prices, and a consequent desire to restrict and if 
possible eliminate it. It is now recognized by Pool leaders, and has been 
throughout by economists discussing pooling, including Prof. Patton, that 
a Pool cannot eliminate speculation beyond the sphere of its own opera- 
tions, and cannot reduce fluctuations in world prices; but some such object 
was in the minds of those who had what may be called the crusading 
motive in joining the Pool, and continued, and to a considerable extent 
still continues, though in a more realistic fashion, among Pool leaders. 


Lessons oF 1929-30 


Before leaving the subject of Pool activities I must refer again to the 
events of the crop year 1929-30. I do not do this for the mere purpose of 
piling up evidence of mistakes that may have been made by Pool officials 
during that period. It is only too easy, after a lapse of years, to look back- 
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wards and point out the errors and shortcomings of others who carried a 
heavy responsibility under most unusual conditions, and who were anxious 
throughout to do their best for those whom they represented. But there 
are certain lessons to be drawn from the events of that time which must be 
preserved for the sake of the future. 

The fall of 1929 saw the collapse of a “boom” period and the birth 
of a depression of great length and severity. The wheat market furnishes 
one of the most enlightening manifestations of the transition from one 
state to another. During the early fall months the Winnipeg market was 
so far out of line with Liverpool that overseas export business was 
severely handicapped. Canadian exporters having to buy at Winnipeg 
and sell at Liverpool were practically unable to do business. And we 
have seen how the Pools acted. They refused to sell in the futures 
market when, as it subsequently appeared, it would have been greatly 
to their advantage to do so, and although they had done so on former 
occasions. They held their cash prices up, and refused to compete with 
Argentine sellers. Some of their officials and their publications announced 
publicly that they would not come down to the Liverpool market prices 
but that they would hold their wheat and that in due time the buyers 
would come to them. And what in one respect is especially serious, some 
of them went so far as to take credit for having put Winnipeg prices up 
and stated that they were now in control of these prices. Then, when 
the recession began, they failed to read the signs correctly. They attri- 
buted the downward trend to “bear raids” and other forms of manipu- 
lation. Instead of selling they went into the futures market and bought 
speculatively, thereby incurring a loss of $2,014,000. 

A few references from Pool sources will serve to show the prevailing 
sentiment. The first three references are taken from Ex. 454: 

On September 12, 1929, when the Winnipeg cash price for wheat was 
$1.574 and the October future $1.58%: 


‘“ A merchant does not sell his goods at a sacrifice because 
there are delivery wagons at the door whose drivers want to get 
working. . .Yet the financial men in Montreal would like to see 
the Wheat Pool sacrifice its wheat because some cargo boats are 
there to take it away, and some importers in Great Britain sagely 
hold the belief that the wheat would sell more rapidly if the own- 
ers lowered the price. . . .The Wheat Pool is being charged with 
holding wheat at extortionate prices. What is really happening 
is very simple. The Pool, through its world wide organization, 
and with, as a consequence, extensive information upon which to 
base its selling policy, is making an effort to secure a reasonably 
profitable price for the wheat it has to sell. . . .They (the Pools) 
do not propose to sell at sacrifice prices when they are reason- 
ably certain, from the information in their possession, that they 
can secure a price which will give them a reasonable return; and 


they do not have to sell.” 
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On October 10, 1929, when the Winnipeg cash price was $1.464 and 
the December future $1.474-3: 


“The Pool in Control—There is a recognition of the fact that 
it is the attitude and the stand taken by the Canadian Wheat Pool 
which has held the price of Canadian wheat to its present level in 
the face of the serious congestion in domestic storage warehouses. 
So far as we can recall, no more general recognition of the power 
of the Wheat Pool to influence prices or the movement of Cana- 
dian grain generally, has been in evidence since the formation of the 
Pool than is evident at the present time.” 


On October 2, 1929, when the Winnipeg cash price was $1.443 and the 
December future was $1.464-3: 


“Sales of wheat to Europe could be effected at the present 
time but only at the cost of serious reduction in farm income and 
restriction of Canadian business for the coming year. The world 
situation justifies higher prices than those at present ruling.” 


Then, from the evidence, at pages 6833 and 6834. On September 28, 
1929, when the Winnipeg cash price was $1.414 and the October future 
was $1.412: 


“Through that influence exercised by the Pool Canadian 
wheat has continually been pressing to higher levels and continu- 
ally been leading other wheat exporting countries in this respect 

. .Increased control and volume of wheat through the organi- 
zation is to make the organization unassailable and more impreg- 
nable, and enable it to maintain the lead that the Pool has estab- 
lished in maintaining Canadian wheat price levels, the world lead 
that the Pool has established for Canadian wheat. . . .If the 
United States and Argentine and Australian farmers had as large 
a measure of control over the wheat in those countries as we have 
in Canada, I have no doubt that the farmers belonging to the 
wheat exporting countries in the world would be able to secure the 
maximum advantageous results that any measure of control would 
give as far as prices are concerned.” 


Again from the evidence at page 6836. In October, 1929: 
a The Pool selling office believes that owing to the flooding 
of the European market with wheat from Argentine and the United 
States, the price in Liverpool is out of line with the actual wheat 
situation, and 1+ has refused to sell in what for the time being is 
purely a buyer’s market. As a consequence the Canadian wheat 
movement has heen almost halted.” 


Again from the evidence at page 6833. In September, 1929: 
“. . . the Wheat Pool method of holding back crop surpluses is 
sound and is compatible with the practices adopted by practically 
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every large successful business concern in the world to-day. 

During the past few months the United States wheat crop ‘thas been 
thrown on the wheat markets in an unparalleled flood. The result 
has been that prices have been very greatly depreciated. ... 
The Wheat Pool by holding off tremendous supplies materially 
stabilized the market last season. . . .” 


All the above statements were made publicly by high officials of the 
Pool or by Pool organs. 

They show that, notwithstanding the Pool’s excellent world-wide 
information service, and the high ability and earnestness of purpose of its 
officials, the situation was misjudged and the impending depression was 
totally unforeseen. The other facts (such as the unfortunate buying of 
futures in 1930), show that this state of error persisted for a considerable 
time after the depression had settled over the world. They also show, 
especially when taken with some other statements, already quoted, made 
in earlier years, that the conviction had been acquired that Winnipeg 
prices were made and maintained, not by world factors, nor by the buyers’ 
needs and their willingness and ability to pay, nor by the volume of actual 
trade and of speculation, but by the Pool. 

The conclusion to be drawn from all this is that the grain trade, and 
especially the wheat trade, of the world offers day to day problems of a 
perplexing kind; that notwithstanding the best of ability, information and 
good will added to the experience of several years, one may easily go 
astray; that forecasting the future, even the near future, is a perilous 
occupation when it is backed by one’s money or merchandise; and that 
those who control immense quantities of wheat do not always possess the 
influence on the market which might be supposed. In the present case it 
might, perhaps, be added that a sense of responsibility to a large number 
of constituents and the fear of not achieving the best possible results have 
a harassing effect on those who must make decisions. 


SUMMARY 


I have dealt with the work of the Pools at some length and have made 
no attempt to pass lightly over such defects in the system or in its opera- 
tion as have been made known to me by the evidence. In doing this, I 
have had in mind the thought that the co-operative marketing of wheat is 
something essentially sound and that it contains possibilities for the future. 
It is all the more necessary then that this important experience in co- 
operation should be recorded and analyzed with care. If the idea was to 
be considered as intrinsically false and now definitely abandoned, the wise 
thing to do would be to say little about it. I have not followed this course. 
My examination of pooling as carried on in western Canada for a number 
of years has been as searching and as critical as I have been able to make 
it because I think that the history of those years is of value, now, and will 
continue to be of value in the working out of future problems. 
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To sum up as briefly as possible, I may say that, in my opinion, the 
wheat pooling system was beneficial in several respects: (1) it relieved its 
members of their principal market worries, which are considerable, and 
procured them a uniform price within each year; (2) on the whole, the 
price obtained was a fair and satisfactory price; (3) it continued and 
expanded an integrated farmer-owned grain-handling system; (4) it pro- 
vided a “service at cost”? basis of operations; (5) in so far as its own 
members were concerned, it relieved them of whatever evil effects may 
attend heavy hedging pressure in the fall. A sixth point, connected with 
this last one, is more difficult of treatment. Did the non-hedging policy 
of the pools have a good effect upon fall prices? If this were so, the result 
would thave benefited non-Pool farmers, and I said in an earlier part of 
this report, that it might be expected to have been noticeable, since the 
Pool marketed at least 50 per cent of all the wheat. The record does show 
that during the years of pool operations the level of prices throughout the 
year was more constant than it had been before or than it has been since. 
But at the same time other factors were in play which cannot be left out 
of consideration. On the whole, though, I think that, while the problem 
is not capable of definite solution, the Pool did contribute to this result. 

But there is another side to the story. I think (1) that the policy 
of the Pool not to deal through grain merchants in the United Kingdom 
was injurious both to the United Kingdom traders and to the selling of 
Canadian wheat; (2) that Canadian traders also suffered to some extent 
and permanently; (3) that a feeling of alarm was engendered in importing 
countries by some of the declarations made at the international conferences 
at St. Paul in 1926 and Kansas City in 1927 which were attended by 
Canadian Pool representatives; (4) that the statements made with great 
publicity in the fall of 1929 by Pool officials and organs, coupled with the 
non-selling policy pursued, were detrimental to our market interests. 

On the whole, it seems to me, in regard to (3) and (4), that too much 
talk and agitation were mixed with business. All these announcements 
took the form of indirect promises to the Pool farmers, and made a change 
of selling policy all the more difficult to adopt, even if those who made 
the announcements became convinced subsequently that a change was 
imperative. In my opinion, Mr. Bredt’s evidence reveals this situation. 
Then again, human nature has its exigencies, and those making such 
announcements could not help feeling an inward reluctance to go back on 
them. Finally, the challenging nature of some of these declarations must 
have had a bad effect among buyers. 

Those who buy our wheat are shrewd business men interested in 
getting a good product at a price measured in relation to their necessities 
and to the value of competing products. They do their buying quietly and 
on considerations which they have reduced to a science. It seems to me 
that selling also should be conducted without undue publicity, on business 
principles, by men who keep themselves free to shape and reshape their 
policy from day to day, if necessary, to meet shifting conditions. There 
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is no reason why a pool should not be operated on such lines. Nor should 
considerations of a permanent, general character be allowed excessive 
influence. For instance, I have quoted on page 55 from an article in 
Wheat Studies, Vol. 14, October, 1987, which says that the Canadian 
marketing system is subject to an extreme strain because (1) our harvest 
(unlike that of the Argentine) comes at a time when world supplies are 
at their seasonal maximum, and (2) our wheat possesses special milling 
characteristics which call for its being fed into consumption more or less 
uniformly throughout the year. These facts are important. They should 
be noted and borne in mind by co-operative (or other) sellers as market 
factors. But I do not think they should detract from what, after all, is 
the paramount consideration: the securing of a good price and the free 
access at all times into overseas markets. And this paramount considera- 
tion requires an elastic, adaptable selling policy. I should add that there 
is no evidence that the Pools did give undue attention to the factors 
mentioned in Wheat Studies and referred to above. I deal with them here 
to prevent any misunderstanding that may have arisen from my use of 
the quotations from Wheat Studies. 

Another point I think worth mentioning is that small pools seem 
capable of doing satisfactory work. Thus, during the years of voluntary 
pooling, when only about 20,000,000 bushels in all were handled, the prices 
realized were considerably higher than the extremely low prices reached 
during a part of the period, notably in December, 1932; the pooling 
members were thus protected from the worst extremes of the world price 
depression. 


CHAPTER VII 
PRICE STABILIZATION MEASURES 


I have already stated the circumstances under which Mr. John lI. 
McFarland became manager of the Central Selling Agency in November, 
1930. The responsibility which rested upon him was heavy at the start 
but became greatly increased in the summer of 1931 and onwards until 
he resigned from office in December, 1935. The work which he carried 
on was of an exceptional character and he was virtually in sole command 
of the policy pursued. This policy has been the subject of much discus- 
sion in Canada, in the United Kingdom and on the continent of Europe. 
I think it well, therefore, as an introduction to quote what Mr. McFarland 
himself says of the circumstances in which he accepted office and the 
motives which inspired him: 

“When the price structure completely collapsed in November, 
1930, I was urgently requested by the directors of the Canadian 
Co-operative Wheat Producers Ltd., to accept the position as 
general manager of that company. Their request was ardently 
supported by the officers of the Canadian Bankers’ Association, and 
by the prairie premiers. I was most reluctant to re-enter the grain 
business in any capacity or under any conditions; besides the great 
depression was on and my own affairs were in need of my personal 
attention. It was pointed out that, as I was one of the very few 
grain men who at that time was in no manner connected with the 
grain business, it was my duty in that national emergency to 
accept the position. Under the circumstances I finally consented 
and, subject to certain conditions, I accepted the responsibility for 
one year. At the expiration of the first year the world situation 
was even worse and more hopeless. The question was asked why 
did I not quit at the end of the first year? My answer was that 
only a coward could quit, and having started I could not turn back. 

“Because of the unusual conditions prevailing at that time 
and afterwards, I preferred that I should not be bound by the 
restraints which might be considered applicable to a paid employee, 
and I therefore refused to accept any remuneration from the 
Canadian Co-operative Producers Ltd., other than my out-of-pocket 
expenses. It was generally believed to be an emergency which many 
prominent people believed would be of short duration. My chief 
interest was to encourage and endeavour to maintain confidence at 
home and abroad.” 
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One of the first steps Mr. McFarland took upon assuming office was 
to withdraw the Pools’ overseas representatives and to arrange to conduct 
business through the ordinary trade channels. He published in the press 
a statement which indicated his policy in this regard: 


“Recently there was held at London, England, an Imperial 
Conference representative of all the nations of the British Common- 
wealth. One of the major problems discussed was the possibility of 
widening the market within the Empire for Empire products. Much 
attention was given to the marketing of wheat in the United 
Kingdom and elsewhere throughout the Empire, either as grain or 
flour. Discussions are to be resumed at Ottawa during this coming 
year. It is hoped that something definite and concrete will be 
accomplished at that time for the benefit of producers throughout 

’ the British Dominions. In the meantime it is important to do all 
within our power to win the confidence and goodwill of British 
importers and millers, so that Canada may be in the strongest 
possible position to take advantage of any opportunity that may 
arise for consolidating its position in the market of the United 
Kingdom and Ireland, as well as in Europe and elsewhere. To 
that end it has been considered advisable to withdraw our direct 
representatives from overseas. This should demonstrate beyond the 
possibility of doubt the truth, or otherwise, of the statements 
frequently made that the maintenance of direct representation over- 
seas has militated against the sale of Canadian wheat. 

“T do not hesitate in taking this action, as I am confident it 
is the duty of this great organization of farmers to take steps such 
as will assist in removing from the minds of the grain and the 

milling trades abroad, and in Canada as well, from the public mind, 
a prejudice which has unwittingly become prevalent that the Pool’s 
policy was designed to combat the world and plough a lone furrow 
to the detriment of the consumer abroad and to the grain and 
milling trades in general. There is no doubt that this sentiment 
prevails overseas. 


JOHN I. McFARLAND, 


General Manager, Canadian Co-operative 
Wheat Producers Limited.” 


I have already shown that when Mr. McFarland took charge of 
the Central Selling Agency in November, 1930, there were on hand 
36,935,000 bushels of Pool wheat with deliveries still to come in during 
the crop year. At the end of the crop year he had a carry-over of 
75,164,000 bushels of which 47,555,000 consisted of futures and 27,609,000 
bushels of cash wheat. 

In the meantime conditions in the grain trade were getting worse 
instead of better. The depression was becoming more and more extensive. 
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The statement made before the Stamp Commission on behalf of the Pools 
has already been quoted from. 
The Pools said: 


“we do not for a moment contend that the present extremely low 
price of wheat is due to the system of futures trading, as we are 
well aware of the many important factors each of which is partly 
responsible for present deplorable prices.” 


But special reference was made to the absence of the speculator: 


“the failure of the institution of speculation to assume anything 
like the risk carrying function so commonly attributed to it”; 


—and to the fact that 


“the general public has lost enormous, sums of money,’ and 
confidence as well, and are not at present in the market with 
sufficient resources to carry the risk of price fluctuation by buying 
hedges and whatever contracts may be offered by short sellers.” 


As the months went on, fears were entertained for the selling of the new 
crop then maturing. Reference has already been made to a meeting in 
July, 1931, of the Select Standing Committee of the House of Commons 
on Agriculture and Colonization. On that occasion the Pools again gave 
expression to views similar to those submitted to the Stamp Commission 
and representatives of the Grain Exchange were also heard. The absence 
of the speculator was given as the principal ground of apprehension and 
the proposal was made that government intervention of some kind should 
be authorized to meet the probable disastrous effect on prices which would 
result from an excess of selling over buying trades by hedgers. 

The result was that purchases of futures intended to “stabilize” or 
“support” prices were begun by Mr. McFarland in July, 1931. 

The following table will show the extent of Mr. McFarland’s 
stabilization operations from time to time and the result at the end of the 
period. 
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FARMERS’ MARKETINGS OF WHEAT IN PRAIRIE PROVINCES, GROSS PIT 
PURCHASES AND SALES OF CANADIAN CO-OPERATIVE WHEAT PRODUCERS 


LTD. SPECIAL SUSPENSE ACCOUNT A 
AT END OF CROY Yoone, ND HOLDINGS IN THIS ACCOUNT 


—6sSsS._———Ss———sS—— 


Special Suspense Account, 
Canadian Co-operative Wheat 


Farmers’ Producers Ltd. 
marketings 
Gross pit Gross pit 
purchases sales 
te (000 bushels) (000 bushels) (000 bushels) 
UU eRr Ne Mae Ae se gece ice! songs way eecte aan 5,436 3,178 = 
PAUICUISU MT Mee tse Miners, sents ate.tailk oe et 11, 862 1,740 = 
MSIE) OLSEN] OVS PR, chs A ale AN aiaaeetet Ml e Luli 47,441 3, 428 = 
GLO IDET et tea efor ike Seach tee Mans 76,321 2,510 = 
IN OAVESTR CYET Es Wats ER a ee Ue de 41,735 - 2,105 
JOXEY ETS BYE gia ole cepeaee ete tea oe An ag lt awh lage 18, 768 - - 
1932 
ABIES sc. 0 git a OID OC Tee eee eee 10,851 - - 
le EU Dy Merreae tee terse seliels Sites natalie scecatn ise © 12,245 - - 
IIE HOG), lee sheet 208 Wee Mea Oe a bh A eh 12,948 1,050 315 
CANSIM en seep eRe estan st cu): costal bist opsl coal bates sos 5, 982 445 610 
IMEI, 5, doable as SB NIE Acta Ui am fe Sa 7,514 520 155 
PUTO ec cen soei chs Wiel Mtelraps ws Ractins aye citi 16,274 8,356 4,022 
TROUT s «sh ects RAS ieee ee toe A rR ni er 3,238 12,993 2,085 


1932 
INU GAVE. dh 5 OS ge ee Se ae ee epee 17, 634 679 21,430 
Le peg ee Se ee eer nis 120,539 2,680 10, 922 
CEO ese an ocean shah shal nesta i eae occas rata pot roe de 81,038 64, 260 657 
ENON MEMO Oe nate eres el ayer sleer a Gare ae ce atone ec the 38, 122 15, 247 1,820 
ID XSSTI SEN e C ee ANS os CERES Alc eR EERE aS A, pat ret 18,486 Ono: 1,429 
1933 
PETER NECA Me Roden away Deli PBR cbr a raed afer te 11,299 Pees - 
JSST DS RUT ENYA s ats a ce de mmm Re AU CR Rel Pec eh ae ene be ine 11, 544 2 - 
ee aehlela Aiea: Shah LMM Pd hen to oP RU Car Ee 20, 849 - 4,509 
ANTORDL S Se NR. Oe ee ic eit Nir RR 10,313 840 1,485 
BSP kan Le aes 6 i Sn eI ee pT ee 10,849 & 850 
ANSI ase AEM 0 te rs CO IR ERI MER ea a ERT 19,465 30 2,128 
LV ARE ETT Te es Se tasters de eae a a 10,523 Slee 27,817 


1933 

Re 25,624 5, 496 2,877 

eee 35,586 29.736 3079 

DE Me tei bois. adh Mave den ktesad 46, 414 27, 880 1,728 

Sener 23,011 TAs 3,890 

ere rn it Wi AA Deak et Rd 10,293 1, 156 757 
1934 

Dak a toe an aie 10, 422 1,080 1,299 

ee go ok cnn, bro 87363 1340 3) 851 

iC AS SAA cy opel Be ly Se Ba aR 9, 087 850 10,010 

Pee Se Asal kt Toh Balk one 7,349 45 13,721 

Ce ee ee 8,338 263 12,459 

pee Wea ak iiks” Mo ahh Dp ety 13,314 4,738 3 466 

ee a i ooh hoa Obi alata ase boee 10,937 8, 268 6, 067 


57642—7 


98 


FARMERS’ MARKETINGS OF WHEAT IN PRAIRIE PROVINCES, GROSS PIT 
PURCHASES AND SALES OF CANADIAN CO-OPERATIVE WHEAT PRODUCERS 
LTD. SPECIAL SUSPENSE ACCOUNT AND HOLDINGS IN THIS ACCOUNT 
AT END OF CROP YEARS—Concluded 


Houtpinas In Spectra, Suspense Account At Jury 31, 1934—100,120,000 BUSHELS. 


Special Suspense Account, 
Canadian Co-operative Wheat 


Producers Ltd. 
Farmers’ ne 
—— Marketings Gross pit Gross pit 
purchases sales 
(000 bushels) (000 bushels) (000 bushels) 
1634 
NUS BESS a serie testes he ORR Micha aly aamiaars conmegneany tah 30,775 12,135 6, 597 
SOP beOMrU WOT: Gs satin eter aes ees eels axel ls Seca Rees 55, 583 24,430 456 
OGIO Berne Lb boobls Soave stele ne doe tober come Sie 50,816 30,445 1,021 
INIGViGTN DET eect citer ohio aie aicil acts Chee eae Cee & 23, 602 842 1,295 
DCX V034 SYN URL HATER RE EE namie cme incracTe & Poe See: 265 125 
1935 
ATLA TV Se ee Pe. eae, Wels ae etter tne ars ee 3,874 yas) Oa 
POD EGATY Ge Mia cicte ors ster mae eta e aki ae Ree te ates 8,816 387 510 
Mar chen si iit: tet oos cumcmeigees cin relies acs deepen ae 8,129 254 500 
ON 553g DOR Da ICEARIN IPE SASS trl e eannTmAdiWr BERDGEL © >, yet ter 6,577 507 6,127 
IMI Scns agit ay seeeeke 5 See ea tarde ss CTS eae TREE ee a 5, 626 4,230 1,394 
UME Sse clei s eenare ener ited din eed mere 9,334 330 7,044 
NUR gen COA Rod Bete ie: TRIAL ATARI COMPS Dini ARR SIa Tae 12,586 2,637 10,749 


1985 
PATER TIBE das siticrachote re lela eELe Aare Se ee ia eee Te he 13,256 1,620 5,314 
September 73,176 8,116 9,894 
October 59,999 400 1,759 
November... 21,044 - - 
December 14,217 - a 


Ho.pINnGs IN SPECIAL Suspense AccounT TRANSFERRED TO CANADIAN WHEAT BoaRD AS OF 
DECEMBER 2, 1935—130,409,000 BusHELs. 


N.B—The purchases and sales exclude spreading transactions. 

Apart from the Special Suspense Account, there was the 1930 Pool wheat 
accumulated during the crop year 1930-31 and amounting at July 31, 1931, to 75,164,000 
bushels and at August 31, 1931, to 76,648,000 bushels. The total amount of these holdings 
did not vary significantly throughout 1931-32, 1932-33, 1933-34 and 1934-35, being 76,376,000 
bushels at July 31, 1932, 76,375,000 bushels at July 31, 1933, 76,117,000 bushels at July 31, 
1934, 76,115,000 bushels at July 31, 1935, and 74,778,000 bushels when taken over by the 
Canadian Wheat Board as of December 2, 1935. 


‘“ PEGGING”? OF WINNIPEG PRICES 


Mr. McFarland says that in the fall of 1982 he “attempted to support 
the market at 50 cents” (p. 101 Evidence, 1934 Banking and Commerce 
Committee). This was unsuccessful as his credit was exhausted on 
October 25 and the price fell. This was not strictly a price peg. 


On August 14, 1933, at Mr. McFarland’s request, an order of the 
Winnipeg Grain Exchange prohibited trading in the October future below 
70; cents a bushel. The price then remained at or slightly above this 
figure but from September 8 to 13 all trades were made at the pegged level. 
Mr. McFarland had to buy heavily (14,653,000 bushels) in order that 
hedging could be done. On September 15, the peg was removed and the 
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October future price fell during the next 30 daye to 54% cents on 
October 16, despite net purchases of 31,756,000 bushels by Mr. McFarland. 

On November 1, 1934, the Exchange at Mr. McFarland’s request 
pegged the December future at 75 cents and May at 80 cents. (Subse- 
quently, the July future was also pegged at 80 cents.) This peg was 


maintained until the July future expired, without the help of stabilization 
purchases. 


EFFECTS oF STABILIZATION 


As to the effect of price stabilization measures on overseas markets, 
I must say that the unanimous opinion obtained from millers, merchants 
and traders was unfavourable to the system. They all expressed the belief 
that its results were injurious to the sale of Canadian wheat in the market. 
The market dislikes selling monopolies or near-monopolies, the retention 
of wheat from sale, or anything which looks like an attempt to secure 
prices out of line with those paid currently to other sellers. They blamed 
the stabilization measures for all these things. 

On the other hand Mr. McFarland had some valuable approval of 
his policy at least in so far as his actions resulted in giving producers a 
higher price than they would otherwise have received. One of the out- 
standing figures in the British grain trade was the late Sir Herbert Robson. 
Certain correspondence between Sir Herbert Robson and Mr. McFarland 
(Ex.380) shows that the former approved of the latter’s activities. 
Particular reference is made to a statement made by Sir Herbert Robson 
in a letter written by him on April 4, 1935, where he says: 


“T most emphatically agree with you that it would have been 
impossible for the organized Winnipeg market to have carried the 
burden of hedges in Canadian wheat without complete disaster to 
the three Canadian Western Provinces. Further, with free and 
open markets there would not have been a solvent wheat farmer 
left in any part of the world. Every single Government has had 
to assist its wheat farmers. The measure of assistance given in 
Canada seems to me to be far less than that given anywhere else. 
It is therefore to my mind ridiculous for anyone to complain that 
the Canadian Government has supported the wheat market.” 


The trouble begins when the overseas consumer is asked, in turn, to 
pay these relatively high prices for Canadian wheat. 

Stabilization was begun in abnormal times. Speaking of such times, 
the Stamp report says at page 70: 

“Tn abnormal times conditions exist for working this system 
of futures and, indeed, any rival systems of handling grain, on 
unusual lines, and no inferences drawn from the practical observa- 
tion of the behaviour of prices and of markets at such times have 
any necessary validity as indications of the economic value of futures 
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in normal times. It is at such times that some features of the 
futures system may be most open to criticism, and it is at such 
times that the disposition to criticize will be most excited, but 
it is precisely at such times that fair tests of the normal working 
of the futures system can least.satisfactorily be made.” 


The abnormality of the times in the summer of 1931 and afterwards 
was evidenced by the absence from the futures market of the speculator, 
and initially, it was this fact that led to the institution of Mr. McFarland’s 
activities as a buyer of futures. The policy of withholding supplies was 
not necessarily bound up with that of buying futures. It was rather this 
withholding of wheat from the market, giving rise to a fear among buyers 
of an attempt to extort unreasonable prices, that led to the criticism over- 
seas, and caused consumers to turn elsewhere for their requirements. 

In any event, stabilization was an exceptional incident in the Cana- 
dian grain trade resulting from the misfortunes of the Pools and the 
unprecedented world-wide depression. It is to be hoped that similar 
conditions will not occur again. If they do it may be better to meet them 
by some other form of intervention. Mr. McFarland had an unusually 
heavy burden thrown upon him,—a series of years of unprecedented 
character, with no guide to be found for him in the past experience of the 
grain trade. The example of the United States Federal Farm Board was 
not of much use, because the work of that Board, as it said in its third 
annual report, was “to throw the full weight of its resources in support 
of domestic prices.” But the domestic price problem in the United States, 
with the great bulk of the crop necessarily consumed at home, is a 
different thing from the problem of a Canadian price for wheat by far 
the greater portion of which has to be sold in other countries in competi- 
tion with other wheats. The probable effect of our policies upon overseas 
markets is a consideration we must always keep in view. 

From the financial point of view the policy of piling up immense 
holdings was naturally a hazardous one. There was no saying how it 
might turn out. Mr. McFarland agreed that the success of the holding 
policy depended on Nature reducing the surplus by short crops. He said, 
“T think we should depend somewhat on nature, I. do.” 

I have already shown how this “stabilization” wheat was finally 
disposed of by the Canadian Wheat Board at a net profit of $9,628,881.23 
after four years of disastrously small crops. (See Chapter III, page 38.) 


THE CONCLUSION OF STABILIZATION OPERATIONS 


“The Canadian Wheat Board Act, 1935,” came into operation on 
July 5, 1935. The members of the Board were appointed on August 14, 
Mr. McFarland being appointed Chief Commissioner. He continued also 
as General Manager of the Canadian Co-operative Wheat Producers 
Limited. The Wheat Board’s initial payment on deliveries of the 1935 
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wheat crop was announced on September 6 and on the 25th the Board 
commenced to receive deliveries of such wheat. 


Section 7 (f) of the Act authorized the Board 
“to acquire from Canadian Co-operative Wheat Producers Limited, 
upon terms to be approved by the Governor in Council, all wheat 
or contracts to purchase or take delivery of wheat in respect of 
which the Government of Canada has given a guarantee.” 


Section 8 of the Act defines the duties of the Board, special reference 
to the sale of wheat being found in paragraphs (b), (c), (7), (7). These 
paragraphs are as follows: 

“8. It shall be the duty of the Board: 


(6) to sell and dispose of from time to time all wheat which the Board 
may acquire, for such price as it may consider reasonable, with 
the object of promoting the sale and use of Canadian wheat in 
world markets; 

(c) to sell and dispose of stocks of wheat and contracts for the 
delivery of wheat acquired from Canadian Co-operative Wheat 
Producers Limited and the wheat represented by such contracts 
as may be reasonably possible, having regard to economic and 
other conditions; 

(2) in selling and disposing of wheat as by this Act provided, to 
utilize and employ without discrimination such marketing 
agencies, including commission merchants, brokers, elevator men, 
exporters and other persons engaged in or operating facilities for 

2 the selling and handling of wheat, as the Board in its discretion 
may determine; 

(j) to offer continuously wheat for sale in the markets of the world 
through the established channels: Provided that the Board may, 
if in its opinion any existing agencies are not operating satisfac- 
torily, take such steps as it deems expedient to establish, utilize 
and employ its own or other marketing agencies or channels ”; 


The Act was apparently intended to terminate stabilization opera- 
tions. It provided a Government-controlled and financed voluntary pool, 
so that any farmer dissatisfied with the price available under the unre- 
stricted open market could deliver to the Board and be sure of getting 
not only a Government-guaranteed price, but a share in any surplus in 
case the Board should succeed in selling the crop at higher prices. There 
was thus no need for stabilization purchases in the autumn of 1935, and 
the Board itself was forbidden to make open market purchases by para- 
graph (b) of section 7 which provided that “no wheat shall be purchased 
by the Board except from the producers thereof.” But the Act not only 
ended further stabilization purchases, but provided by section 7 (f) above 
quoted for the disposal of stabilization holdings. 
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An agreement between the Canadian Co-operative and the Board 
was entered into on October 8, 1935, and ratified by Order in Council 
P.C. 3199, dated October 10, 1935, providing for the transfer of the 
stabilization and old Pool wheat to the Board in pursuance of the Act. 
The transfer of the stabilization wheat had not been effected by Decem- 
ber 2, 1935, the date of Mr. McFarland’s resignation as Chief Commis- 
sioner of the Wheat Board although negotiations were under way. The 
relations between the stabilization agency (which was what the Canadian 
Co-operative had virtually become) and the Wheat Board were very 
intimate, however, by reason of the transfer of staff, of high officers of the 
one being also high officers of the other, of the use of the Canadian 
Co-operative’s membership in the Clearing House for clearing the futures 
trades of the Wheat Board, and of the fact that Mr. McFarland, who was 
in complete charge of stabilization, was also Chief Commissioner of the 
Wheat Board. 

However, since the actual transfer of holdings was not formally 
completed, Mr. McFarland, who as Chief Commissioner of the Wheat 
Board was forbidden by statute to make purchases of futures in the open 
market on behalf of the Board, nevertheless felt himself free to do so as 
manager of the stabilization agency. Stabilization operations from the 
ist of August were as follows (000 bushels) : 


Stabilization 
Sales of ©|_——-——— Wate ne 
1935 eee) Pit Pileales Other sales} at end of 
purchases (net month 

JNWOKEG DISH PO PACH EM SACL STA OR) Ue ot 425 1,620 5,314 *(214) 209, 783 
Septem berd.agh se Meese ee beeen 626 8,116 9, 894 270 207, 109 
OCT DER MeN ee ered tes 259 2,009 3,458 159 205, 332 
ING@viemn Derg iy sp buy ere tis weaepeoy 147 nil nil 120 205, 065 


*Acquisition, not sale. 


At November 30, therefore, the holdings of the stabilization agency 
(including 1980 Pool wheat) were 205,065,000 bushels; at the same date 
the Wheat Board theld 90,189,187 bushels, so that the combined holdings 
amounted to 295,254,187 bushels. 

During this period of August, September and October, when stabiliza- 
tion operations were continuing, country deliveries were 145,670,535 bushels 
and deliveries to the Board were 63,789,477. Evidently a part of the 
country deliveries not received by the Board was still held by farmers, for 
in November the Board received 38,977,378 bushels although country 
deliveries were only 21,043,204 bushels. The decline of the market price 
in late October below 874 cents also indicates that speculators who had 
bought the non-Board wheat at more than 874 cents were taking a loss— 
for no farmer’s wheat, presumably, would be hedged when the price was 
less than what the farmers could get by delivering to the Board. 
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, 
Mr. McFaruann’s OPERATIONS UNDER THE CANADIAN Wueat Boarp Act, 
1935 


Mr. McFarland started his operations under the new Act on 
September 12 by making sales on the futures market. In the four 
month period August to November, country deliveries amounted to 
167,475,000 bushels, of which the Board received 102,766,855 bushels 
(Exhibit 428). Net sales during the same period amounted to only 
12,577,668 bushels. While considerable quantities of cash grain were sold 
(34,960,668 bushels), futures were acquired in exchange to the extent of 
34,778,000 bushels. It has been pointed out earlier in this chapter that 
market prices for cash wheat remained above the initial payment of the 
Board until late October. With such prices prevailing and having in mind 
heavy deliveries to the Board, it is hard to conclude that the intentions of 
the Act (particularly Section 8 (j)), were carried ont. 


OPERATIONS IN CoARSE GRAINS 


Mr. McFarland was also examined on his handling of coarse grains 
belonging to the Pools and it will be well to refer briefly to these trans- 
actions. With the exception of one occasion, hereinafter referred to, there 
were no open market purchases of any of the coarse grains oats, barley, 
rye and flax during the period of stabilization operations. 

When Mr. McFarland became general manager, the Canadian 
Co-operative was conducting the usual pools in these grains. Mr. 
McFarland stated he left these matters in the hands of the regular coarse 
grains department of the Company at first, he himself not exerting direct 
authority until the end of July, 1931. 

“From that time on we did no stabilizing or anything else” 
(evidence p. 7304). 

“None of the coarse grains were at any time stabilized” 
(evidence p. 7398). 

The Pool had received these grains in 1930-31 at varying initial 
payments, as in the case of wheat, the initial payment being lowered on 
one or two occasions as the market prices progressively declined. Since no 
surplus accrued from sales during 1930-31, it followed that different Pool 
members had received different prices. Accordingly, said Mr. McFarland: 

“We were holding the oats, the barley, the rye and the flax, 
trying to wait for a time until probably the market might be good 
enough so as to sell it and get back for those farmers who had 
received a low initial payment enough to bring them up on a level 
with those who had received the highest payments.” (Evidence 
p. 7304.) 


Only small quantities were left. 
“There was not any volume at all, and it was a matter of 
holding with the possibility of securing for the lower price farmers 
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something in the shape of a payment that would even up with the 
higher price farmers.” (Evidence pp. 7388-89.) 


Here it may be mentioned that all Dominion Government guar- 
antees always referred to “ wheat and other grains” so that there was as 
much legal authority for stabilization operations in coarse grains as in 
wheat. Mr. McFarland maintains, however, that there was in fact never 
any stabilization. 

The quantities of coarse grains held by the Company are set forth 
below (carry-over being given as at August 31, the end of the Pool fiscal 
year) : 


Remainder 
Delivered | of 1928 and Total Sales to Bales gro ma Uachia 
to Pool by | 1929 crops, | quantity end of 1930 to | at ‘Aug. 31 
members all sold to be November Resi i931 ; 
during during sold 1930 193 


1930-31 1930-31 


(000 bush.) | (000 bush.) | (000 bush.) | (000 bush.) | (000 bush.) | (000 bush.) 


Oats. <aati sues. kt 5,317 1,618 6,934 1,677 3,973 1, 285 
Barley. jcc. 50 .se ues 6,356 4,594 10, 950 3,759 5, 439 1,752 
RYO ies ee hsta ee 2,257 984 3,241 1,353 1,130 758 
1 OH Ee ane a ines aes, 1,431 284 1,715 651 659 405 


All the carry-over from 1928 and 1929 was sold by the end of July, 
1931, so the unsold carry-over at August 31, 1931 was entirely 1930 crop. 
Of this amount, Mr. McFarland spoke as follows (evidence p. 7399) : 


‘“We were simply holding a small quantity which was left over 
from the fall of 1930 as at August 1, 1931” (this should be August 
31); “ we were simply holding those, which could have little, if any, 
effect. on the market .. . I can see no evidence in the figures of the 
quantities we held where it could in any measure be said that it was 
stabilization of prices in coarse grains.” 


It thus appears, according to Mr. McFarland’s evidence, that in the 
case of the coarse grains, unlike that of wheat, action was taken only for 
the benefit of members of the Pools. The policy was to hold until prices 
rose, in the hope of realizing a profit. 

In carrying out this objective, the sales policy adopted seems to 
have been fairly successful in the case of rye and flax, but not in the case 
of barley and oats. 

The rye was sold in November, 1931, March, 1932, June, 1933, and 
July, 1933, at prices very much higher than those ruling during the year 
1930-1931. Likewise the flax was sold in May, June and July, 1933, at 
substantially better prices than those of 1930-31. In both cases a surplus 
was realized over the amounts paid out as initial payments, and the costs 
of carrying the grain until sale. 

In the case of barley, 152,000 bushels were sold during the price rise 
in November, 1931. In July, 1933, there were sold up to the 17th a total 
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of 1,318,000 bushels during the bull market which developed in coarse 
grams as well as in wheat. The net long position was only 280,000 bushels 
on that date. It is difficult to see why the 280,000 bushels were not sold 
either during the early part of the month, or on July 18 when prices were 
still strong, but on which day no sales were in fact made. 

When the bull market collapsed, 396,000 bushels of barley futures 
were bought, and at prices higher than the previous cost of the barley on 
hand; total holdings were thus raised to 676,000 bushels. This was the 
only period in which purchases of any coarse grain futures were made in 
the market. These transactions were not profitable. The initial payments 
to Pool members for 1930 barley had been on the basis of 25 cents for 
No. 3 C.W. barley for 5,511,015 bushels and 20 cents for 844,352 bushels. 
In the spring and summer of 1931 cash prices were over 30 cents but sales 
tapered off, as already noted, and there was a carry-over of 1,752,000 
bushels at the end of August. In November the average daily price was 
425 cents but sales were only 152,000 bushels. Again in April, 1932, the 
average price was 41 cents but no sales were made. Meanwhile carrying 
costs were mounting up. In July, 1933, the average price was 501 cents, 
and during the bull movement the daily prices were considerably higher. 
Sales and purchases at that time have been stated above. Ultimately the 
remaining 676,000 bushels were sold in July, September and October, 1935, 
when average prices were 354, 353 and 33% cents respectively. 

With regard to the barley transactions in July, 1933, Mr. McFarland 
said (evidence p. 7394) that they were very busy with wheat, and that in 
any event, he didn’t think all the barley could have been sold (evidence 
p. 7395) since the market broke on the 19th. Specifically, with regard to 
the purchases after the break, he said that they had sold too much July 
futures and had gone short 396,000 bushels, and that they had to cover 
this by purchases. There seems to have been available, however, the other 
recourse open to a short-seller, namely, to deliver actual grain in pursuance 
of the sales contract. On July 18 the agency held 678,000 bushels of 
cash barley that could have been delivered, being part of deliveries which 
it itself had received through the Clearing House earlier in the month. 

In the case of oats, final disposal resulted in the securing of a price 
less than what had been paid Pool members plus carrying costs. Of 
5,317,795 bushels of 1930 Pool oats, 823,917 bushels had received an initial 
payment of 30 cents basis No. 2 C.W. oats, and 4,493,878 bushels had 
been paid on the basis of 25 cents. At August 31, 1931, there remained 
unsold 1,285,000 bushels. The market price had been under 30 cents since 
the previous November. In May, 1932, the month’s average cash price 
was 354 cents but no sales were made. About the same average existed 
in July and sales were 18,000 bushels. As with other grains there were 
comparatively high prices in July, 1933, and also in August in the case of 
oats, but no sales were made. In the autumn of 1934 there was another 
price rise, the average price in September being 453 cents, but there were 
still no sales. Ultimately 302,000 bushels were sold in July, 1935 (average 
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cash price 423), 729,000 in October (34 cents) and the remaining 238,000 
bushels in November when the average price was 31{ cents. 

Mr. McFarland said he doubted if prices in July, 1933, were high 
enough to permit equalization of payments to Pool members (evidence 
p. 7388), although perhaps they were at the peak, that he was very busy 
with wheat and ‘‘ may have overlooked a point there” (evidence p. 7389). 
He also pointed out that most of the oats on hand were No. 2 C.W. and 
fit for seed, and said that in the autumn of 1933, and again in 1934, he 
was holding them in case they should be required for relief purposes, at 
the request of the Saskatchewan Relief Commission and with the approval 
of the Dominion Government (evidence p. 7390). As events turned out, 
these oats were not needed for seed relief. He doubted if prices in the 
autumn of 1934 were high enough to permit a surplus over the original 
initial payments plus carrying charges (evidence p. 7392). 

As was the case with the barley, the oats were sold out in the autumn 
of 1935 because the Wheat Board was going to take over the Company’s 
wheat (evidence p. 7392), but was not authorized to take over the coarse 
grains. 


Cuaprer VIII 


THE QUALITY, GRADING AND HANDLING OF 
CANADIAN WHEAT 


Under paragraph four of the Order in Council, I am directed to 
inquire into “ The effect of the practice of mixing and of the selection of 
grain for protein content by millers and exporters.” 

The main evidence against the practices of mixing and selection was 
presented to the Commission by Dr. W. R. Motherwell, M.P., at Regina 
and by Mr. John Glossop of Santa Monica, Cal., formerly in the employ 
of the Canadian Government and the McCabe Grain Co. at Port Arthur, 
Ont. Subsequently, officials of the Board of Grain Commissioners appeared 
before me to report upon the measures taken to prevent mixing and also 
upon the prevalence and effects of selecting wheat for protein content. 

Other complaints and suggestions regarding the quality, grading and 
handling of Canadian wheat were heard both in this country and overseas 
and it has been thought advisable to treat them all under the general 
heading assigned to this Chapter. 

The stage may be set for such a discussion by a brief description of 
the variable conditions under which wheat is grown in Western Canada 
and the methods by which the wheat is graded and handled under the 
Grain Act and the regulations of the Board of Grain Commissioners. 


Basic DIFFERENCES IN QUALITY 


Wheat is grown in the Canadian West under a considerable variety 
of soil and climatic conditions which is the essential cause of variation in 
the product. The southern short-grass plains are typified by a combina- 
tion of limited rainfall, high day temperatures, cool nights and favourable 
soil conditions for the production of hard, high-protein wheats of great 
strength. With a longer growing season free from damaging frosts, these 
areas can concentrate on the best varieties such as Marquis, Reward and 
Red Fife. Further east, mostly in the Red River Valley of Manitoba, the 
threat of rust has led to the production of a high proportion of Durum 
wheats. (This type of wheat is used in the manufacture of semolina, 
macaroni and like products and only rarely and sparingly in the making 
of bread flours.) Along the northern park belt and the northwestern fringe 
of the Alberta foothills, there is commonly more moisture in the soil and 
also different atmospheric conditions which tend to delay ripening and 
reduce the percentage of protein. The soils of this area, especially those 
of the grey-wooded type, are also not so well adapted to high protein wheat 
production. In addition, as was pointed out in evidence, the lower quality 
of wheat in these areas is accentuated by the fact that the variety Garnet 
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finds its greatest concentration there. As stated by witness Dr. A. G. 
McCalla, Research Assistant, Associate Committee on Grain Research, 
Department of Field Crops, University of Alberta, at Edmonton: 


‘the protein content of Garnet in every zone is less than for any 
other variety, furthermore, the loaf volume for Garnet in every zone 
is less than for any other variety and very substantially less.” 
(Evidence p. 5093.) 


These differences in the product constitute a natural handicap to 
any system of grading. The basic lack of uniformity cannot be entirely 
removed. The objective is to achieve the best possible result in conjunc- 
tion with the economical methods of bulk handling. 


GRADING AND RECENT DIFFICULTIES 


The Canadian system of grading is based upon a physical examina- 
tion of such factors as weight per measured bushel, varietal content, 
percentage of hard, vitreous kernels, degree of soundness, and amounts 
of foreign material and wheats of other classes. The minimum require- 
ments of each statutory grade are set out in the Canada Grain Act. The 
standards of commercial grades are fixed by the Grain Standards Board 
as it meets each year. As explained by Mr. E. B. Ramsay, Chief Commis- 
sioner of the Board of Grain Commissioners (evidence p. 12753), protein 
content— 


“ig not mentioned specifically in the legal definitions of the grades, 
but in a rough and ready way it is recognized by the percentage of 
‘hard red vitreous kernels’ necessary to permit wheat to be allotted 
to any specific grade.” 


As the basis of the grades, standard samples must be set early in 
the crop year; variations above these standards within the grades occur 
as a result of the basic climatic and geographical factors outlined above. 
Mr. Ramsay pointed out (evidence pp. 12756-7) that western Canadian 
wheat is graded to the highest standards in the world. 


“Tt is not until you come into the neighbourhood of Manitoba 
3 Northern that you reach the price level of competing wheats 
graded under other methods or shipped on the f.a.q. system.” 


Separate export standards have been in force since 1930, being 75 per 
cent of the average quality of the grade passing the initial inspection 
points and 25 per cent of the minimum of the grade, the standard sample. 
There is, of course, a wide variation in the protein content within the 
grade at primary inspection. During the bulk handling system this 
variability is reduced before shipment. (The matter of variation within 
the grades is considered again under Overseas Criticism on page 114.) 

In recent years, it must be acknowledged that two factors have been 
unusually prominent in their effects on the Canadian grading system. In 
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the first place, the carry-oyvers built up from successive crops in the period 
1930-1935 were from different crops graded under different standards and 
were being shipped overseas concomitantly, especially in 1936. Of this, 
Mr. E. B. Ramsay (evidence p. 12756) said: 


“The Canadian grading system is further primarily based on 
an annual clean-up of each crop as it occurs so that the recent 
situation in respect to accumulated carry-overs has probably occa- 
sioned more unrest with the buyers than would otherwise be the 
case where the annual standard actually represented the wheat being 
shipped.” 


This undoubtedly caused more variation than usual. Secondly, there 
is the fact that in greater or less degree in the years since 1928, the 
southern areas producing the highest quality, highest protein wheat have 
been ravaged by drought and in 1935, by rust. Near-average crops of 
this period were in 1930 and 1932; since the latter date, with drought 
persistent in the south, the northern areas producing wheat of lower protein 
content have supplied an unusually high proportion of the western output. 
This has reduced the average quality of shipments, especially those out 
of Vancouver. Vancouver, as was pointed out in evidence, drains a 
territory where lower quality wheat is a high proportion of the total. The 
same area is also characterized by high percentages of Garnet wheat in 
the crop. This recent shift in production, which we hope and expect is 
temporary, has also tended to increase variation within the grades, 
especially those into which Garnet has previously been admitted. 

In normal seasons, the resultant lower protein content and variation 
within the grades are most evident in the lower grades. The higher grades 
from the south of the province usually go through without much admixture 
with Northern Alberta wheat, simply because a smaller fraction of the 
Northern-grown wheat enters these higher grades. 


Tuer Puace or CANADIAN WHEAT IN DoMESTIC AND FOREIGN 
MILLING PRACTICES 


The particular quality of Canadian wheat that makes it desirable is 
strength. This quality renders it 
“ narticularly suitable for counterbalancing deficiencies in the gluten 
quantity and quality of weak wheats.” (Dr. Geddes, evidence 
p. 704.) 


The lower grades of Canadian wheat are relied upon not so much for 
strength but as valuable fillers to increase diastatic activity or gassing 
power. 

The Canadian mills, it is evident, use wheat of the highest grades 
for the domestic market. United States millers also take the highest 
erades under the milling-in-bond for re-export privilege because of a 
specialized export demand for high quality flour. In years when the 
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United States must import for consumption, the tendency is also to buy 
the higher grades when a 42 cent tariff has to be paid. Overseas millers 
commonly use the higher grades of Canadian wheat for blending purposes. 
Canadian wheat is rarely used exclusively in a grist because of several 
factors in the baking trade, notably the short fermentation process, baking 
in pans to support the sides and the “working” of cooler doughs. Such 
methods make possible the use of weaker and cheaper flours and reduce the 
necessity of strong wheat content in the flours. In Scotland, a much higher 
proportion of Canadian wheat is used because of different baking methods 
and the higher quality bread desired by the consumer. European millers 
use Canadian wheat for blending in much the same way as the English 
miller, although in more limited quantities. The need for strong wheats 
is greater in most European countries because of the enforced use of weak, 
domestic wheat, but with present import restrictions the use of Canadian 
wheat is limited. 

There are two counteracting factors influencing the demand for 
Canadian wheat. On the one hand, the increased use of home-grown 
wheats, low in protein makes an added demand for strong wheat, such as 
Canadian, to maintain quality. On this point, Dr. J. H. Shollenberger, 

“who made a special study, reported: 


“The quality requirements for foreign wheat in European 
markets will tend toward higher levels in the future. In other 
words, the demand for strong-quality wheats will be even more 
insistent than in the past, with the result that price differences on 
account of quality will be more marked.” (“ Wheat Requirements 
in Europe.” Technical Bulletin No. 535, U.S.D.A., September, 1936, 
Exhibit No. 679.) 


Or, as Dr. Geddes phrased it (evidence p. 877): 


“the one encouraging feature is that with the increased production 
of weak wheats in Europe the demand will be for high quality 
wheat and from that standpoint, it is more than ever essential that 
in Canada our quality must be maintained if we wish to retain our 
share of the export market or if we wish to secure a larger share.” 


On the other hand, the trend toward the short baking process and 
accompanying methods reduces the need for strong flours. Dr. Geddes 
concludes that: 


“The result of this trend will inevitably be a reduction in the 
purchases of Canadian wheat.”. (Evidence p. 795.) 


It was carefully pointed out in evidence that in England, uniformity 
was considered more important than high quality, strong flours. Bakers’ 
methods are standardized and any change in flour quality (even an 
improvement in strength) may lead to poorer quality bread. This 
uniformity is secured by skilful blending, using different proportions of 
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the various wheats in accordance with their relative supply and cheapness. 
Argentine and Australian wheats are commonly regarded as “ fillers”? and 
as such, used in quantity when available in much the same manner as 
domestic wheats. The Argentine wheat preserves a balance between strong 
and weak types, while Australian wheat is valued as having high bushel 
weight and flour yield and good flavour and colour (evidence pp. 706-7). 
Canadian wheat is regarded as desirable, but not essential and the— 


“quantities included in the mill mix depend upon several factors 
among which price is important” (Dr. Geddes, evidence p. 719). 


CriTIcIsM WiTHIN CANADA 


Complaints from farmers regarding the grading system were much less 
marked than has been the experience of previous Commissions. There was 
a feeling that farmers in the southern areas were not getting full advantage 
of the higher protein and lower moisture content of their wheat. There was 
also a suspicion of the practice of diverting cars of selected wheat to mills 
in Canada and the United States. Resulting from this view there were 
ideas that the farmer did not always secure premiums resulting from 
diversion and that the quality of overseas shipments was lowered thereby. 
There was a definite complaint from farmers of the Peace River country 
on the grading of the 1937 crop. Chemists generally were alarmed at the 
high proportion of the variety Garnet in northern wheat and were critical 
of the baking quality of resultant flour. While mixing is now restricted 
under the Canada Grain Act to grades below No. 3 Northern (Section 125), 
both general and specific complaints regarding this practice were heard. 
Mixing in the grades Nos. 1 Hard to 3 Northern is illegal. In these top, 
non-mixing grades, objection was taken to the practice of binning “ tough ” 
wheat with wheat of the same grade. This, we were told, was done under 
regulation of the Board of Grain Commissioners as an accepted and 
economical method of drying. In wheat grading below No. 3 Northern, 
mixing is legal and permitted, but, of course, it may be objectionable. 
The admixture of screenings was also deprecated, although it is difficult to 
see how this can be carried on when it is strictly illegal under Section 130 
(Subsections (3) and (4)) of the Canada Grain Act. 


Tus Evipence Harp 


It seems necessary to introduce at this point a summary of the more 
important evidence submitted under the heading of this chapter. 


Dr. L. H. Newman, Dominion Cerealist 

The Dominion Cerealist, Dr. L. H. Newman, appeared before the 
Commission in Saskatoon to outline some of the agronomic problems of the 
western farmer and the steps being taken by the Government, in co-oper- 
ation with other organizations, to provide solutions for these problems. 
The benefits of improved varieties and better seed were described and 
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stress was laid upon the value of the Crop Testing Plan in improving the 
quality of seed grain. In essence, the Crop Testing Plan is a co-operative 
linking of the Government and University workers with agents of six 
elevator companies, the objects being to test farmers’ seed for purity and 
to improve the quality of seed sown. It has various ramifications. This, 
to my mind, is a scheme that deserves every possible encouragement and 
support. It is especially important in view of the efforts being made in 
other competing countries such as Argentina, Australia and Russia to 
increase the quality and uniformity of their wheat. Dr. Newman also 
traced the results of the development of new early, higher-yielding and 
rust resistant varieties of grain and left with us an impression of optimism 
regarding future possibilities. 

The results of testing samples of outgoing cargoes of wheat for their 
varietal composition were given. According to Dr. Newman’s conclusions, 
the “ slight deterioration ’”’ in the quality of Canadian wheat noted recently 
is not alarming and is probably due to the greater proportion of northern 
wheat in the drought years. Dr. Newman also stated that the growing 
tests from cargo samples prove the ability of the grain inspectors to 
distinguish varieties and thereby keep the grades up to a high standard 
(evidence p. 1009). 


The Canadian Seed Growers’ Association 

Mr. F. L. Dickinson, Vice-President, presented a well-documented 
and helpful brief for the C.S.G.A., describing their regulatory efforts in 
the development and distribution of pure, high quality seed. The Associa- 
tion is financed largely through a Dominion Government grant and very 
evidently serves a commercially useful purpose. A permanent Seed 
Purchasing Commission, similar to that which operated for a number 
of years (Report of Minister of Agriculture, Ottawa, 1913, Ex. No. 569) 
was advocated to help the financing of seed growers, to deal with seed 
shortages and to avoid, as far as possible, the use of unsatisfactory seed 
grain. It was pointed out (Ex. No. 570) that 80 million bushels of 
seed grain are used in Canada annually. Canada is fortunate in having 
strict regulations governing the production, multiplication and distribution 
of pure seed grain. In this connection, the greatest care is necessary to 
make sure that no new variety is licensed until fully tested and approved 
from the standpoint of quality. Because pure seed of good varieties is a 
basic consideration in obtaining a quality production and further because 
quality is so important in our export supplies, I have no doubt that the 
activities of this Association will always continue to receive the best 
consideration of the Government. 


The Glossop Case 

Mr. John Glossop of Santa Monica, California, appeared before the 
Commission at Vancouver. Mr. Glossop was formerly Superintendent of 
the Canadian Government Elevator at Port Arthur. After July 31, 1933, 
the elevator was leased to the McCabe Grain Co. by the Government and 
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Mr, Glossop became track-man for that company. He made certain 
specific complaints of irregularities in the handling of grain and the 
loading of vessels, while the elevator was leased by the McCabe Grain 
Co. Mr. Glossop had made notes at the time regarding these alleged 
irregularities, but it appeared on examination that most of his complaints 
concerned mixing in what was called in the evidence, “ non-Government ” 
grades. By this, is meant that the firm had, for their own purposes 
subdivisions of No. 1 Northern, for instance; they had their own grades 
such as “1 Select Northern, 2 Select 1 Northern and 1 Northern” within 
the Government grade, No. 1 Northern (evidence p. 4586). This was 
selection, rather than mixing, and, as will be pointed out later, selection 
ig not prohibited by law. In other cases where Mr. Glossop mentioned 
mixing of “Garnet No. 2” with No. 1 Northern, such a mixture could 
not possibly pass inspection with a Garnet proportion of 16 per cent, 
according to Mr. Ramsay. 

Mr. Glossop also complained of the mixing of tough with straight 
grade grain of the same grade. Mr. Ramsay pointed out that this is 
permitted under regulation of the Board (Ex. No. 607), mixing in 
reasonable amounts having been found to be the most satisfactory way 
of handling tough grain. 

Mr. Glossop recommended that travelling auditors make surprise 
visits to elevators in addition to the year-end weigh-overs. He also thought 
that the Government inspector should watch bins and blackboard while 
an elevator is loading a boat. These and other suggestions will receive 
consideration under a later section on mixing. 


Dr. W. R. Motherwell, M.P. 

Dr. Motherwell, a former Minister of Agriculture, first in the Govern- 
ment of Saskatchewan and later in the Government of Canada, appeared 
before the Commission in Regina. Dr. Motherwell felt that protein selec- 
tion resulted in impoverishment of “the great bulk of the wheat that goes 
overseas where we have the keenest competition” (evidence p. 7846). He 
believed that prices were thereby lowered because overseas buyers bid 
on what they have been getting, not on the statute or the samples. They 
usually go by the last load bought. (Evidence p. 7873.) He urged that 
this practice of selection for protein content be prohibited by law. He 
further objected to the practice of mixing tough and damp wheat with dry 
wheat of the same grade, and complained about elevators putting screen- 
ings in wheat to bring it up to the maximum permitted in the grade. 

His definite views and recommendations on the matters dealt with in 
this chapter may be stated briefly, as follows: 

(1) An objection to the practice of mixing dry and damp wheat in 

order to bring the latter into straight grades. 

(2) A proposal that investigation be made into the moisture content 

of cargoes loaded at the Head of the Lakes. 
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(3) That the advisability of continuing to export No. 6 wheat be 
considered. 

(4) A complaint that screenings are sometimes mixed into the grades. 

(5) Recommended the automatic sampling of vessel loadings. 

(6) Recommended supervision of binning and loading within the 
elevator. 

(7) A proposal that the abolition of the Appeal Tribunals be con- 
sidered. In Dr. Motherwell’s opinion, this appeal is of very 
doubtful value. 

(8) A complaint about what was called “switching certificates” at 
Montreal. 


On examination of the evidence I find that the case given as an 
example was one that occurred in 1928 where a shipment was said to 
have gone forward accompanied by a certificate which did not belong to 
it. The law on this subject has since been changed. In 1933, in order to 
ensure the orderly despatch of grain from sea-ports, the Act was amended 
to provide for regulation by the Board of the delivery of grain to ocean 
vessels. At Montreal, when grain required for immediate shipment to 
ocean steamers is in canal boats in the Harbour or adjacent thereto, the 
Harbour Commissioners may deliver to such ocean vessel from their 
elevators grain of like quantity, kind and grade under guarantees satis- 
factory to them. While this practice may be open to abuse no complaints 
arising out of it have been made to the Board since the amendment was 
passed. 

Dr. Motherwell regarded mixing and “ protein poaching ” with drought 
and soil drifting as the four scourages of western farmers. 


Mr. D. M. Kennedy 


This witness, who is from the Peace River area and, formerly, a 
member of Parliament for many years, appeared before me in Winnipeg 
(evidence p. 138597). He complained of discrimination against non-Garnet 
wheat in the 1937-38 grading and advocated some encouragement in the 
grading system to farmers who do not grow Garnet. Dr. Geddes reported 
that the reduction in grade complained of was due to bronzy-green kernels 
(a rather general characteristic of the 1937 crop) and to a greyish tinge 
in the resultant flour and bread. 


OVERSEAS CRITICISM 


There were two main complaints from overseas sources against Cana- 
dian wheat and the grading system under which it is marketed. One 
was the matter of variation in strength within the grades and the other, 
the need of some more direct and satisfactory method of settling buyers’ 
complaints. 

With regard to the first criticism, we were advised by Dr. Geddes 
(evidence p. 727) that mill chemists— 
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“expressed the view that Canada should seriously consider ways 


and means of rendering different shipments of corresponding grades 
less variable.” 


It was pointed out, however, that Canadian wheat is grown under a wide 
range of soil and climatic conditions and that there are difficulties inherent 
In any grading system designed for the classification and transportation 
of grain in bulk. It was stated (evidence p. 736-7) that— 


“the protein content of individual carlots of Canadian wheat may 
vary from as low as 8 per cent to over 20 per cent” 


but that— 
“the bulk system tends to reduce that variability.” 
Dr. McCalla (evidence p. 5126-8) felt that the relatively high propor- 
tion of wheat from northern areas (mostly of the Garnet variety) being 
exported from Vancouver— 
“undoubtedly accounts for the large number of complaints with 
regard to lack of uniformity of Canadian wheat within grades 
during the past few years.” 


He recommended that Garnet be excluded from all the northern grades 
(evidence p. 5141). He felt that one purpose of the creation of separate 
grades for Garnet has been defeated by selling Garnet as 3 Northern. 
(Evidence p. 5144.) 

Unfavourable comments regarding Garnet wheat were also made 
overseas by merchants and millers who appeared before this Commission. 
It was commonly stated to be the principal cause of complaints when 
unusual difficulties in milling and baking were encountered. 

In England, members of the grain trade, replying to a question 
regarding their views on the Canadian grading system, said: (Evidence 
p. 10172.) 

“The grading of Canadian wheats has not been regular and 
satisfactory in recent years. Export Official Standards are received 
in this country not truly representative of the actual shipments. 
When compared with samples of deliveries, Standards are some- 
times so low that importers receiving inferior wheat have very 
little chance of compensation. The variety of wheat included in 
the modern Canadian grades is also a matter of serious complaint, 
as both the standards and the deliveries lack uniformity.” 


One prominent miller went further (evidence p. 10173) : 

“What happens is this, or what has happened is this, and I 
say it without fear of contradiction, that we have had deliveries of 
‘No. 1 Northern Manitoba’ wheat that were no better than pre- 
war No. 3’s. That is a big thing to say.... I think that your 
grading year by year has got worse and worse. (Mr. —————_): 


I entirely agree.” 
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This general complaint regarding our grading system was not borne 
out by the evidence of other witnesses, particularly those in Scotland and 
on the Continent. 

Mr. Fernand Stuyck, of G. L. Stuyck and Company, Grain 
Merchants and Brokers, Antwerp, Belgium, when questioned on our 
grading system said: (Evidence p. 10177.) 


“The Canadian grading system is no doubt the most perfect 
that we have experienced in the last 25 years. It is very seldom 
that we have any complaint on the part of buyers. On the whole it 
gives full satisfaction.” 


Regarding the difference between the standards and the actual ship- 
ments, it was stated that importers bid for our wheat on the basis of the 
shipments they have been getting rather than on the standards and that 
therefore they are disappointed when they receive a shipment below their 
expectations but still above the standard. In Liverpool we were told: 
(Evidence p. 10177.) 


“Your export standard does not represent your crop. What 
is the good of it if it does not represent the crop?” 


The standard, of course, is by definition a minimum of the grade, 
not an average. It represents in each case the lower limit of the grade. 
It was further pointed out in defence of the Canadian grading system 
that the crops of recent years had been abnormal. A high percentage 
came from the northern districts and disposition of the carry-overs made 
annual standards unrepresentative (evidence p. 12756). 

My conclusion with regard to this lack of uniformity within the 
grade is that it has largely resulted from the undue proportion of the 
Garnet variety in the Northern grades and to abnormal growing condi- 
tions in the southern, high protein areas. For example, Mr. Eric 
Snodgrass, a Glasgow merchant, had this to say: 

“T detest Garnet wheat, the one wheat which has done more 
damage in Scotland to Canada’s reputation is this Garnet wheat. 
Garnet wheat is useless from the point of view of the long process, 
and all our interest in buying Canadian wheat is to try and avoid 
getting any Garnet” (evidence p. 10442). 

Mr. Coyne: It has been suggested that you (we) should 
exclude Garnet from Nos. 3 and 4 and set up additional Garnet 
grades? 

A. That would suit me because my difficulty is to spot the kind 
of Canadian wheat I can buy which does not have Garnet in it. I 
never buy No. 3 or No. 4 from Vancouver, because I know that 
contains a larger proportion of Garnet than the Atlantic ones do.” 
(Evidence p. 10443.) 


Since this evidence was taken, segregation of Garnet from the Northern 
grades has been enacted by an amendment to the Canada Grain Act passed 


117 


at the present session of Parliament. If this legislative change, and the 
return of normal growing conditions, do not increase the uniformity of 
Canadian wheat within the grades, new consideration should be given to 
alternative methods now under study, involving minimum protein contents 
for each export grade. 

Secondly, it was felt by some Old Country millers that the buyer’s 
recourse in case of an unsatisfactory parcel or cargo was at present too 
indirect and unsatisfactory. The present method is by correspondence 
forwarded through the Canadian Government Trade Commissioner in 
London to the Board of Grain Commissioners for Canada. With com- 
peting wheats sold on a f.a.q. basis there are arbitration committees that 
handle such complaints on the spot. Members of the Glasgow Corn Trade 
Association advised me that there was less difficulty with South African 
grain, for which certificates final are also used. Mr. McDonald, one of 
their representatives said: (Evidence p. 10386.) 


“One thing about the South African Government, they are 
always very ready to meet claims if the quality is not in accord- 
ance with what it should be, and we have not found the same with 
the Canadian Government in one or two cases.” 


We were favoured by the Liverpool Corn Trade Association with 
samples of Nos. 1, 2 and 3 Northern from specified cargoes. These were 
submitted to the Board of Grain Commissioners and while variation was 
apparent, all were attested by the Chief Inspector to be above the standards 
of the grade. 

Without a doubt, there seems to be a pronounced difference of opinion 
overseas regarding our grading system. A closer contact of the Board of 
Grain Commissioners with the buyers is advisable. 


PROTEIN SELECTION 


There is no doubt that selection is a legal practice (evidence p. 12229) 
and, in the opinion of the Chief Commissioner of the Board of Grain 
Commissioners (evidence p. 12767), it is not deemed to be of major import- 
ance. This conclusion was arrived at after a comprehensive protein analysis 
of shipments through the various ports. Dr. Geddes concluded (evidence 
p. 12876) that selection by Western Canadian mills west of Winnipeg would 
not be noticed in the quality of overseas shipments. With the exception of 
New No. 2 Northern in 1935-36— 


“the data indicate that the wheat consumption of Eastern Cana- 
dian mills has a negligible effect upon the average strength of the 
wheat available for export abroad.” (Dr. Geddes, evidence p. 12887.) 


With regard to United States mills, however, the situation is different and 
there was definite evidence that United States mills had selected high 
protein wheat in Grades Nos. 1 Hard to 3 Northern (evidence p. 12888) 
and that over the period 1933-37, the United States shipments from Fort 
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William-Port Arthur were 0:15 percentage points higher in protein content 
than the Canadian shipments from the same ports. (Evidence p. 12895.) 
Dr. Geddes believed that even this definite evidence of selection was 
‘insignificant statistically, comparing Fort William and Montreal” 
(evidence p. 12895). He proceeded to say (evidence pp. 12902-3): 


“ There is a definite high protein requirement for certain interests 
in the United States. We have made a study of certain markets, 
for example, certain flour markets, and the protein content of the 
flour has to be, we find, from 14 to 14-2 per cent, which means 
that that flour is milled from wheat running about at least 15 per 
cent protein, and these shipments are made from Buffalo, and it is 
known that Canadian wheat is bought for that purpose, to make 
that special flour for certain markets. 

Mr. Miturxken: Domestic or export? 

Witness: It is export. 

Mr. Coyne: They would not buy Canadian wheat at all if they 
were not getting an especially high protein wheat? 

Witness: Well, I suppose to a certain extent, yes. 

Q. Well, if you say they are buying Canadian wheat because 
they need it for a special purpose— 

A. It is a special market, and they come up here to get it. 

Q. If they could not get a wheat that satisfied their special 
purposes there would be no point in their buying Canadian wheat? 

A. I think that is true, yes. 

Q. And we would lose this market, which from the point of view 
of Canada itself is an export market. 

A. J think so, yes. These are market questions.” 


Because of drought in the high protein areas of the Canadian West 
and the deficiency of high protein wheat in the United States, the effect 
of wheat selection in these years (1933-37) would be expected to be greater 
than the long term average (evidence p. 12915). 


PROTEIN SELECTION AND PREMIUMS 


The question of distributing premiums for high-protein wheat is a 
troublesome one under the bulk-handling system. Only a very limited 
overseas demand for shipments of a special protein content has developed, 
some orders of French origin being mentioned in evidence. The main 
demand comes from North American mills and these orders are particularly 
keen in years when the United States crops of hard red spring or hard 
red winter are short. It is from such demand that protein selection and 
car diversion have begun. With these practices, there has developed the 
need for acquainting farmers with the value of their wheat. It is by no 
means certain that the enhanced prices or premiums of such wheat are 
carried back to them. This is particularly true of farmers selling in less 
than carload lots on the basis of street prices. 
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The same lack of knowledge on the part of farmers was evident in 
the United States prior to about 1923 and described in U.S.D.A. Misc. 
Publ. 140 (Ex. No. 655). Protein tests should be made available to 
producers who wish to have such tests made and producers should be made 
better acquainted by publicity under Board regulation with the values of 
their wheat in years when protein premiums are being paid. Early-season 
protein premiums often do not adequately reflect the higher value of high 
protein wheat. The problems of the country elevator in buying wheat on 
a protein basis must also be considered. On the whole, this is a question 
requiring careful consideration before any decisive action is taken. I 
believe that the Board of Grain Commissioners might well investigate the 
advisability of increased publicity at country points regarding any 
premiums that are not expressed in the commonly-quoted cash price of 
wheat. If periodic notice could be given at country points of the extent 
of protein premiums being paid at Fort William, then the farmer will not 
be at a disadvantage from lack of knowledge, at least. 


CONCLUSIONS RE SELECTION 


The evidence given before me by those whom we consulted overseas 
does not indicate any bad effect of selection on the wheat marketed there. 
Dr. Geddes, however, has reported to us (evidence p. 728) that several 
overseas millers and mill chemists whom he consulted— 


“thought the average quality of export shipments was greatly lowered 
as a result of selection by Canadian and American Mills.” 


The persistent drought of recent years has helped to maintain a high 
protein level and has probably decreased the unfavourable effect of protein 
selection, to some extent. We had evidence that some mills had to select 
wheat of low protein content to keep their flours from becoming too strong. 
Through protein testing of shipments from the various ports, the Board 
of Grain Commissioners has the situation under constant review, and I 
believe the whole matter should be carefully watched. 

The selection of wheat for its protein content and diversion of cars 
for special-binning with the object of keeping such wheat separate have 
apparently been an outgrowth of exceptional conditions which may or may 
not occur again. Under normal supply conditions in both Canada and 
the United States, I feel that these practices would be of minor extent. 
There will, I believe, be some selection each year and some efforts towards 
publicizing the extent of protein premiums, if any, should be made. Pro- 
vided that such premiums are carefully carried back to the producer and 
further that the practice of selection does not become extensive, I see no 
reason for suggesting a change in the present official attitude toward 


selection. 
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MIXING 


The producer is naturally very concerned that the top grades of 
Canadian wheat be binned with grain of the same grade, as now required 
by law, and that the official grade, whether judged by domestic or export 
standards, should be respected throughout the movement of the wheat to 
overseas markets. The Canada Grain Act, Section 125, prohibits mixing 
of wheat graded No. 1 Hard and Nos. 1, 2 and 3 Northern. This section 
resulted from a full discussion of the question in Committee during the 
1929 session of the House of Commons. This non-mixing provision, 
linked with the establishment of high export standards, is regarded as 
an effective deterrent to mixing, but is strengthened by other regulations 
and safeguards of the Board of Grain Commissioners. These are the 
official inspection and the weighing in and out of terminal elevators and 
the registration of warehouse receipts. A terminal would be unable to 
obtain a clearance for grain in excess of existing warehouse receipts, even 
if it were technically possible to promote lower grades into a higher grade 
and still meet the export standards of a higher grade. The annual audit 
also provides that overages in excess of one-quarter of one per cent shall 
go to the Crown. This, in itself, would be a severe penalty, but in addition 
very severe penalties are provided by Section 125 Subsection (5) of the 
Act. 

Generally, on the question of mixing, I am disposed to agree with 
Mr. Ramsay’s statement: (Evidence p. 12286.) 


““T would however make the statement that Parliament’s 
desire to suppress mixing in the grades under review has been very 
substantially carried out.” 


In Appendix No. VIII, I have included a table prepared by the Board 
of Grain Commissioners (Ex. No. 614) to show the extent of overages and 
shortages in handling the different grades of wheat at the terminal elevators 
of Fort William-Port Arthur, August 1, 1933, to July 31, 1937. In the 
non-mixing grades, the overages are shown to be far below the legal 
allowance of 4 of one per cent. In the grades below No. 3 Northern, 
wherein mixing is permissible, there are notable differences between receipts 
and shipments within the grades. 

While I have expressed a general agreement with the present regula- 
tions on mixing, I regard it as a field in which constant vigilance is 
necessary. No suspicions should be left outstanding regarding such an 
important phase of the Board’s work. The Board should not hesitate to 
make special audits or weigh-overs in an effort to satisfy themselves and 
others that confidence in the present regulations is warranted. I fully 
realize the technical impossibility of complete supervision of binning and 
loading within the terminals, but I feel that some measure of watchfulness 
might be necessary as an additional safeguard. 


CuHapterR IX 


DECREASE IN EXPORTS 


The Order in Council directs me to inquire in the next place into 
“the causes of the decrease in Canadian grain exports in recent years.” 
The considerations involved in this subject are three-fold. A pronounced 
decrease has assuredly taken place. Its causes can be found only by a 
study of conditions (1) in importing countries; (2) in other exporting 
countries, and (3) in Canada. 


Tue Marker ror WHEAT 


The wheat importing countries constitute our market. Beginning 
with them, the case will be clarified by a perusal of the following table 
which is abridged from Table IV in Ex. 465 submitted by Mr. Andrew 
Cairns: 


WORLD NET IMPORTS OF WHEAT AND WHEAT FLOUR 


United 
Kingdom ‘3 ; ¥ 
and ontinenta X= 
Average of 5 years Trish Europe Europe Totals 
Free 
State 
(Millions of Bushels) 

era I ost ogc esse <yaiaue atageh ins 217-7 326-7 98-0 643-2 
Pee SA Ss le, Ae Ga eS dA BA 224-4 373-1 128-5 740-2 
02 (5 2 oy rn HRN E Soh) ol ees Sid fais ts 236-3 373-9 159-4 780°7 
OSA O Ua PIES EAN Fk, Sete Shc a wide lote ately dine were 225-8 170-8 126-8 543-6 


The net shrinkage in the world market is apparent from these figures 
and it is clearly seen that the Continental importers account for the 
changed situation. United Kingdom imports have remained fairly constant 
through the years, while in countries outside Europe, reduced imports in 
Japan, Egypt, South Africa and New Zealand have been offset by increases 
in South America, China and certain parts of Asia. 

It will be seen that average yearly Continental imports of the past 
five years (1932-37) are 203-1 million bushels below those of 1927-32 and 
155-9 million bushels below the pre-war average, 1909-14. This is the 
real change in the world situation. Bringing this down to specific countries, 
France, Germany and Italy account for most of the change. These three 
countries had estimated net average annual imports of 164-3 million bushels 
in 1909-14. 200-6 millions in 1922-27, 171-0 millions in 1927-32 and only 
35-0 ianione in 1932-37. Most of the smaller countries also show 
reductions, notably Poland, Austria, Czechoslovakia, Sweden and Portugal. 
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On the other hand, the total consumption of wheat in European countries 
has increased, this increase being provided from domestic production. 

Mr. Broomhall’s estimate of world importers’ requirements for 1937-38 
is 500 million bushels. Shipments to date have substantiated this figure. 
He estimates that Europe including the United Kingdom, will import 409 
million bushels. Over one-half of this amount, or 212 million bushels, will 
go into the United Kingdom and of the remaining 197 million bushels, 74 
millions will be imported by countries like Belgium, the Netherlands, Spain 
and Finland, where there is more or less freedom of import by traders, 
under regulation. .In Spain, a high proportion of the imports, approxi- 
mating 10 million ‘bushels, are for Government account. Spain has recently 
been self-sufficient and the imports result from unusual conditions. 

France is expected to import 8 million bushels. While the Wheat 
Office is in practically complete control of the industry, millers having 
import permits arrange their own purchases. 

The remaining 115 million bushels will be imported by countries 
(Italy, Germany, Greece, Switzerland, Portugal and Czechoslovakia) 
where the buying is done either by Governments or State Monopolies direct 
or by agents for these organizations. Austria is included in this group in 
the light of recent events. 

Non-European imports are expected to reach about 91 million bushels, 
of which Brazil will take about one-half, the West Indies about 10 million 
bushels, Oriental countries about 10 million bushels and the remainder 
rather widely scattered. 


CAUSES OF CHANGE IN EUROPEAN WHEAT SITUATION 


While agricultural protectionism was a policy of several European 
countries for many years in the 19th Century, there was really no decided 
tendency toward exclusion until 1925, when Italy and Germany increased 
their duties on imported wheat. In 1927, France practically doubled her 
wheat import duty through two increases. In 1929, all three countries 
made further tariff increases. Really severe tariffs became evident in 
1930, the Italian figure reaching $1.07 per bushel, the German $1.62 per 
bushel and the French, 85 cents per bushel on imported wheat. As foreign 
wheat prices fell and domestic wheat production increased, these severe 
tariffs were supplementel by milling quotas, fixing the amounts of domestic 
wheat to be used. The movement spread to the smaller importing countries. 
Quantitative restrictions were again strengthened when the currency 
fluctuations of 1931 partially vitiated the effectiveness of tariffs. The 
benefits to exporting countries of inflated currency were thereby offset to 
some extent. While the main reason for these new devices was probably 
to ensure a prosperous and contented farm population through the medium 
of higher prices for a larger wheat production, there were other considera- 
tions in mind. One was to reduce imports and protect domestic currencies 
and another the fear of war and the inadvisability of dependence on foreign 
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supplies of food. Even the most casual study of factors such as wheat — 
acreage, production and imports must impress one with the evident success 
of these efforts of European importers. 

This whole situation, and particularly the change between pre-war 
and post-war conditions, is well described in the following three paragraphs 
quoted from “ Wheat Requirements In Europe,” Technical Bulletin No. 535, 


September, 1936, United States Department of Agriculture, by J. H. Shollen- 
berger (Ex. No. 679): 


“In the thickly populated countries of western Europe the 
domestic wheats are not only notoriously inferior in baking quality 
but the cost of producing them is relatively high. Prior to the 
World War, while European manufacturers still reigned supreme in 
the markets of the world, these countries had little objection to the 
importation of foreign wheats which were not only better in quality 
than. the home-grown product but could be obtained at prices below 
the cost at which the latter could be produced. In those days, 
foreign trade balances gave western European countries little cause 
for worry. Their exports of industrial products and services supplied 
them with enough foreign exchange to pay for their imports (includ- 
ing wheat which overseas countries could sell cheaper than the 
Huropean countries could produce it) and to invest abroad. 

“The war brought about a marked change. The enormous 
quantities of materials required in Europe for conducting the war, 
together with the goods required for ordinary living purposes, not 
only taxed the productive energies of European countries to their 
full capacity but also provided a market for great quantities of 
goods from overseas countries. This unusual market situation in 
Europe greatly stimulated both industrial and agricultural produc- 
tion in other parts of the world, with the result that the close of 
the war found a greatly restricted market for European industrial 
products and plenty of foreign competition for what markets 
remained. Furthermore, the great cost of the war resulted in 
budgetary difficulties in the European countries involved. Their 
money was inflated. Domestic capital fled. Hence, their demand 
for foreign exchange was great, while the supply was small. 

“With their foreign markets for industrial products either lost 
or greatly reduced and with their financial condition virtually one 
of bankruptcy, they found it imperative to give intensive considera- 
tion to the domestic-market situation with the idea, on the one hand, 
of reducing to a minimum their expenditures abroad and, on the 
other, of increasing employment at home. This resulted in the 
adoption of a self-sufficiency policy of production in whatever 
commodities the individual countries were capable of producing. 
With the adoption of this policy, the domestic-wheat producer was 
given governmental assistance in some form and protection from 
foreign competition. Under this policy wheat production has not 
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only reached the pre-war level but, in many of the European 
countries, has expanded considerably beyond that level.” 


Tue Present SITUATION IN EUROPE 


There are 19 European countries which were on a net import basis 
prior to this exercise of quantitative controls, viz., France, Germany, Italy, 
Belgium, Denmark, the Netherlands, Austria, Czechoslovakia, Switzerland, 
Norway, Sweden, Latvia, Estonia, Finland, Greece, Portugal, Spain, the 
United Kingdom and the Irish Free State. 

There are six European countries that were formerly self-sufficing with 
regard to wheat or net exporting, viz., Poland, Lithuania, Bulgaria, 
Hungary, Roumania and Yugoslavia. 

Considering first the 19 net importing countries, each one of these 
has taken some action with regard to wheat since the 1929-30 fall in 
wheat prices; in most cases, their actions have tended toward virtual 
exclusion of foreign wheat. Twelve of these nineteen countries have either 
government monopolies or monopoly power invested in a state-supported 
company. The remaining seven countries have various forms of govern- 
ment control over imports; these being of a minor nature in the United 
Kingdom, Belgium, Denmark, the Netherlands and Finland and more 
extreme in Austria and Spain. 

The six self-sufficing or net-exporting countries of Europe have govern- 
ment monopolies or state-supported companies in practically complete 
control. 

The following short sketches describe the essential features of control 
in each country. 


A. Twelve European Importing Countries Under Government Monopoly. 

1. France—agricultural protection dating back to 1885; Government 
“Wheat Office,” permanent body to control entire wheat industry, fixes 
prices of wheat and flour, controls import and export trade and milling, 
plans to control production; no open market; these measures have increased 
production and lowered imports. 


2. Germany—net exporting country in middle of 19th Century; 
agricultural protection dating from 1879, not operative 1914-25; cessation 
foreign loans 1929 made balance of trade necessary; free market replaced 
by complete State control (Reich Bureau for Cereals), finally effected in 
1934; high fixed prices, prohibitive tariffs, import licences, trade and 
milling quotas, baking regulations; imports made under licence are usually 
exempt from tariff, but importers required to pay monopoly tax to Bureau 
equal to difference between purchase price and fixed domestic price; rigid 
control of foreign exchange; great increase in production of wheat. 


3. Italy—protection since 1887; Battle of Wheat, 1925, designed to 
increase production; complete government control of storage, internal and 
external trade; high fixed prices; aims at complete agricultural autarchy; 
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Government now purchase through agents; foreign exchange control 
through Bank of Italy; large increase in production. 


4. Czechosolovakia—protection began 1925; marketing monopoly 
organized in 1934 called “Monopoly Grain Company,” composed of 
producer and trade interests; fixed prices of wheat (to producer and 
consumer), flour and bread; subsidized exports; moderate tariff; plans to 
reduce wheat production to assist trade policy and maintain domestic 
prices. 


5. Switzerland—agriculture long protected; State grain monopoly 
since 1915; State Grain Office established 1929 replacing direct govern- 
mental monopoly of buying and selling grain that was created in 1915; 
fixed prices, grinding subsidies, grain reserves, import quotas and permits, 
moderate tariffs. 


6. Norway—government monopoly since 1917; State Grain Office 
established 1926; Grain Monopoly Law, 1928, established a state monopoly 
under name of ‘Statens Kornforretning”’; fixed prices, no tariff, licensed 
importers; Monopoly buys direct on basis of offers, both f.o.b. and cif. 


7. Sweden—Swedish Grain Company, joint stock company, in which 
Government principal shareholder; fixed prices, milling quotas (90 per cent 
domestic at present); tariffs low and unchanged since 1911; export 
certificates; safety reserve of wheat; wheat production increased to prac- 
tically balance consumption. 


8. Latvia—milling quotas and fixed prices since 1930; complete 
government control began 1932, with fixed prices of wheat and flour, 
milling quotas and general supervision; since 1934 Ministry of Agri- 
culture has licensed dealers. 


9. Estonia—Government monopoly since 1930; fixed prices; pro- 
hibitive duty on flour; some recent slackening of control over mills; 


import licences. 


10. Greece—Government Central Concentration Committee buys all 
domestic wheat at fixed prices; very high tariffs, import permits and quotas, 
milling quotas; also indirect aid to producers; reduced imports now come 
principally from Danubian countries. 


11. Portugal—Rigid governmental control of imports for many years; 
fixed prices; variable price, equalizing duties ; regulated production ; 
exchange control; open market transactions in wheat prohibited ; wheat 
imported and purchased from farmers by National Federation of Wheat 
Farmers, a compulsory co-operative; imports of wheat flour into con- 


tinental Portugal prohibited. 


12. Irish Free State (Hire)—Complete government control; fixed 


prices, import licences and restrictions, milling quotas (now 29 per cent 
) 


domestic), registration of growers, trade and millers. 
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B. Seven European Importing Countries With Various Forms of Govern- 
mental Regulations. 


1. United Kingdom—The Wheat Act of 1932; standard price pre- 
scribed for home-grown, millable wheat of stated quantity; levy on all 
imported and home-milled flour, with export rebates; Wheat Commission 
administers Act, working with Flour Millers’ Corporation; duty of 2 
shillings per quarter (480 lb.) on non-Empire wheat and 10 per cent 
ad valorem on non-Empire flour under Ottawa Agreement of August, 
1932; policies have increased British wheat acreage and production. 


2. Belgium—No import tariff on wheat but had import licence from 
1930 to February, 1937, which, with turnover tax, was effective; milling 
quotas to assure use all domestic wheat 1932 and 1933; millers’ agreement 
since; policies aimed to balance agriculture and industry; little change in 
imports. ; 


3. Denmark—uses exchange control, import licences and duties; only 
import licences now; no milling quotas, subsidies nor fixed prices; wheat 
prices maintained by restrictions on imports. 


4. The Netherlands—like Belgium and Denmark, policies based on 
foreign trade; import control became necessary in 1930-31; Wheat Act 
of 1931 set milling quota for domestic wheat; excise and import taxes 
raise prices; almost complete government control started with Agricul- 
tural Crisis Law of 1933; Central Wheat organization set up; discouraging 
live stock in favour of wheat; agriculture, divided into groups, is planned 
and under elaborate governmental machinery; only moderate reduction in 
imports due to these measures. 


5. Austria—has sought to reduce extent of net importing position by 
means of tariffs, import quotas and licences, trade and clearing agree- 
ments and currency restrictions; 1924—erain tariffs adjusted to domestic 
prices and several upward revisions since; flexible prices. 


6. Finland—net importing; raised tariffs at onset of depression were 
very effective in increasing wheat production; Government measures 
mostly indirect. 


7. Spain—previously a net importing country but recently self- 
sufficient; controlled imports for many years; since 1930, imports pro- 
hibited except under Government licence; maximum and minimum prices 
in force since 1929; exchange control previous to hostilities. 


C. Swx Self-Sufficing or Net Exporting Countries of Europe With State 
Monopolies or State-Supported Companies 1n Complete Control. 


1. Poland—Protectionist since the War; has developed wheat produc- 
tion and exports since the depression; export bounty, 1931; more complete 
methods of control began in 1933; has strived to lower production costs 


127 


and farm indebtedness; State Agricultural and Industrial Establishments, 
1932, stabilized wheat prices. 


2. Inthwana—Usually self-sufficient, tariffs effective only when there 
is a shortage; fixed prices since 1929; Central Society of Agricultural 
Co-operatives purchases for the Government; 1930-31 to 1934-35 Govern- 
ment subsidies to maintain minimum price. 


3. Bulgaria—Net exporter; 1931, Government bought wheat in com- 
petition with dealers thus forcing up price; 1932, Government monopoly 
buying at high fixed price; 1933, Government stabilization purchases; 1934, 
Government monopoly restored; 1936, fixed price system abolished; now 
exclusive rights purchase and sale of all cereals vested in permanent 


Government monopoly, fixing prices grain, flour and bread and controlling 
milling industry. 


4. Hungary—Wheat is the chief export product; 1934 agreement with 
Italy to take much of surplus at fixed prices; Futura Company (Hungarian 
Co-operative Societies’ Trading Company Limited) makes purchases when- 
ever market price falls below fixed minimum, also allocates export quotas; 
has other measures of farm relief; exchange control; has had a protective 
tariff on wheat since beginning of century. 


5. Roumania—Net exporter; export bounties; Central Marketing 
Co-operative now makes stabilizing purchases at prices fixed by Govern- 
ment; also indirect methods of assisting farmers; exchange control. 


6. Yugoslavia—net exporter; Privileged Export Company established 
1930 to maintain prices of domestic wheat above export level; complete 
monopoly, 1931; return to Privileged Export Company, 1932; exports now 
free except to Czechoslovakia; also has exchange control and clearing 
agreements and co-operates with Roumania and Bulgaria to avoid undue 
competition for export markets. 

The extent of modification of the economic laws of international trade 
is plainly evident in the above description. Immediate self-interest and 
fear are the dominant factors and the force of external economic argument 
is limited. Present considerations in dealing with the depression prob- 
lems and adverse trade balances are uppermost. Emergency measures 
supersede permanent policies in a period of rapid change; unfortunately 
for Canada, the most restrictive of these emergency measures seem to 
become integrated into the economic policies of the countries. Since their 
end product is an increased domestic price, any advantage that might 
spring from increased demand with lower external wheat prices is pre- 
cluded. So the “law” of supply and demand as well as the principles 
governing international trade are offended. 


Ex-EvuropEAN IMporRTING COUNTRIES 


While there are many countries outside Europe that import small 
quantities of wheat, the major importing countries are Brazil, Japan and 
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China. The others are situated in South Central America, in Asia and 
Africa and information regarding their governmental actions is not avail- 
able. 

Brazil—is attempting to increase wheat production by means of 4 
broad governmental program of assistance to wheat areas, including mill- 
ing quotas, bonuses on production, freight rate reductions, sale of farm 
machinery at cost, tax on milling imported wheat, etc. It is now obli- 
gatory for Brazilian millers to use 30 per cent of national products in 
the making of bread flour mixtures. Selected seed of suitable varieties is 
distributed in State of Rio Grande del Sud. As yet, the adopted measures 
have had no noticeable effect in reducing imports. A high proportion cf 
the wheat imports comes from Argentina. 

Japan—systematic governmental encouragement through gold embargo 
and tariff; in 1935, became self-sufficient after three years’ effort and by 
increasing wheat production 60 per cent at the expense of barley; weather 
and new varieties also helped; future wheat imports (according to Food 
Research Institute, Wheat Studies, Vol. XII, No. 3, November, 1935) will 
be modest and mostly for re-export as flour to Manchukuo, Kwantung, 
etc. Australia is the main source of supply. 

China—also working toward self-sufficiency under government direc- 
tion; low wheat import duty, December, 1933; Bureau created in October, 
1935, to study improvement of wheat and rice production in China. 
Imports are extremely variable. 

Information is also available regarding New Zealand and South Africa. 
In New Zealand, the Government is encouraging domestic production of 
wheat. A Wheat Committee is striving to increase wheat acreage to pro- 
vide, as far as possible, for the whole of New Zealand’s requirements. In 
South Africa, wheat imports have been reduced greatly in recent years 
by governmental encouragement of domestic production. 


EXPORTABLE SUPPLIES OF WHEAT 


It is also important to consider the countries that provide the export-- 
able supplies. The following table is illuminating:— 


WORLD NET EXPORTS OF WHEAT AND WHEAT FLOUR 


Seven 


Nine 
Four European ’ 
Average of five years overseas exporters aes eat wore 


exporters eae exporters 


(Millions of Bushels) 


RV SAO EMEA Sse reir cid He asd, 5 He 692-9 86-1 14-7 802-2 
1932-37, «estas onde Sette MEARE ee ENE 468-5 58-1 27-3 574-8 
A liao TORE Boge ao ages SES eee Sey Homes come wae 457-2 98-5 36-3 622-0 


Source.—The International Wheat Situation. Wheat Advisory Committee, London. 
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The 1937-38 world figure is currently estimated to be about 100 
million bushels below that of 1936-37 and rivalling the 1935-36 figure 
of 515-6 millions as the lowest in modern records. 

In studying the change in net imports, we have seen that the bulk 
of the reductiot is accounted for in the imports of European countries, 
particularly France, Germany and Italy. In net exports the reduction has 
been noted largely in the exports of the major exporting countries, par- 
ticularly Argentina, Canada and the United States. Exports from Aus- 
tralia have shown little contraction. North African dependencies have 
increased their exports. The others have been erratic. 

The four major exporting countries had 50-3 per cent of total world 
trade in 1909-14, 88-9 per cent in 1922-27, 86-4 per cent in 1927-32 and 
81-4 per cent in 1932-37. Before the War when Russia was prominent, 
European exporters had 40-5 per cent of the total world trade; in 1932- 
37, this had declined to 10-1 per cent. Similarly the share of other ex- 
European exporters has declined from 8-4 per cent in 1909-14 to 4°7 per 
cent in 1932-37. India is mainly responsible for this change. 

The necessarily sharp reduction in exports came as the depression 
deepened in continental Europe and these countries took various measures 
to protect their farmers from the impact of low wheat prices. The big 
declines in exports came between 1928-29 and 1929-30 and between 1931- 
32 and 1933-34. 

It is important to us to consider what has been done in the competing 
export countries to assist the farmer during this period of adjustment. 


ARGENTINA 


Argentina has protected her wheat producers from the full effects of 
the depression by foreign exchange regulations and the creation of a 
Grain Regulating Board, using fixed mmimum prices. In addition, a new 
Grain Act was passed in September, 1935, which established a new grad- 
ing and inspection service. An expansion of the country and terminal 
elevators is also planned by the Government; the work on the first terminal 
at Buenos Aires actually started on February 11, 1938. Thirteen other 
terminals and 321 new country elevators are planned but no definite 
steps taken toward their erection. A Government Commission to control 
the distribution of seed grain is also in operation. 

Exchange control has been in effect in Argentina since 1931. Like 
Canada, Argentina is a debtor nation, mostly as a result of borrowings 
for development purposes. Unlike Canada, Argentina has little industrial 
development and depends on agriculture for 95 per cent of her exports. 
When the depression began, it was necessary to limit and redirect imports 
by means of a preferential rate on sales of foreign exchange. Exchange is 
sold at a lower rate for imports from all countries up to the amount of the 
respective country’s purchases from Argentina, with due allowance for 
interest payments on the Argentine Government external debt but with 
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no provision for returns abroad to private investors in Argentina at the 
lower rate. The differential in exchange fluctuated between 5 and 15 per 
cent up to April, 1935, when it was fixed at 20 per cent. The first measures. 
were, from all accounts, drastic and somewhat arbitrary; now, with an 
official Exchange Control Board, there is less dissatisfaction. 

The Board procedure is to buy exchange from exporters at a fixed 
rate and sell it again to some importers at a higher rate. The exchange 
control system has become an important source of revenue to the state 
and some of the profits are used to stimulate exports. An example was 
the maintenance of minimum wheat prices in 1933-34 when the Grain 
Regulating Board handled about three-quarters of the crop, amounting 
to approximately 147 million bushels. 

The official rate of exchange on Argentine pesos declined in 1930 from 
95 per cent of post-war gold parity in January to 78 per cent in December. 
Further declines in 1931 brought the figure down to 62 per cent in 
December. Tihe rate was very stable at 60 to 61 per cent of post-war gold 
parity in 1932 and up to November, 1933, when the Government devalued 
the currency by 20 per cent. The official rate during 1934, 1935, 1936 
and 1937 has varied between 44 and 50 per cent of post-war gold parity: 
In November, 1933, also the free rate was established and during the 
past four years, 1934-37, this has varied from 33 to 42 per cent of post- 
war gold parity. The higher figure was common throughout 1937. It is 
apparent that Argentina devalued her currency sooner and further than 
Australia, Canada and the United States, except for the period November, 
1931, to November, 1933, when the Australian devaluation was greater. 

Reference may be made to Appendix VII, which gives the index 
numbers of exchange rates, 1929-38, in the terms of post-war gold parity 
for Argentina, Australia, Canada, Great Britain and the United States. 

At the end of 1937, the figures for the four exporting countries in 
terms of the post-war gold parity were: 


ArgentinaafOmeal raters. pitsisibsewe. Geos AUR Cente 46 

B'P@G. PAGE) (sia back ch telce ig tse wh eh hci MMe eee re 42 
Avistralialt | U5): Ce, Ske [Retr eas ts? SE. AY eee 48 
Canadair iia is wie ya amye neem ee ec on iu aw eee a 59 
Wnited States: os awe. 59 


A Central Bank for Argentina was established in June, 1935. It 
operates an exchange equalization fund to keep fluctuations in rates within 
certain limits and to satisfy the day-to-day demand for exchange. 

The Grain Regulating Board was established by executive decree in 
November, 1933, and empowered to make purchases of wheat, corn and 
linseed at specified minimum prices whenever the world price, as reflected 
in the Buenos Aires market, should fall below the fixed price. The price 
for wheat originally fixed was 5:75 paper pesos per quintal. In 1933-34 
the Board purchased 147 million bushels of wheat or about 75 per cent 
of the surplus. The final loss of about $3 million was reimbursed from 
the much more extensive profits of Exchange Control Regulation. Since 
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the “world price” of wheat remained above the Argentine fixed minimum 
price in 1934-35, no purchases were made by the Board. 

The minimum price of wheat was increased from 5-75 to 10-00 paper 
pesos per quintal on December 12, 1935. This change was made in view 
of the short Argentine crop and the improvement in the world wheat 
situation. On the Buenos Aires market, wheat that had been selling well 
below the level of the new minimum price promptly rose above it and has 
remained above it since, so that the Government has not purchased any 
more wheat. 

In September, 1935, the Argentine Government passed a new Grain 
Act, embodying an official grading system and containing provisions for 
the control of the distribution of seed. The wheat will be divided into 
Hard, Semi-Hard and Soft classes and there will be subdivisions Pcl 
and III. The varieties admissible to each grade are specified. These 
measures, along with controlled distribution of seed, are designed to 
improve the quality of export wheat. 

The capacity of port elevators in Argentina is about 19,344,000 
bushels and the Government plans to add capacity for about 21,907,000 
bushels by building new terminals, within the next four years. Country 
elevators to the number of 321 are also planned with a capacity of about 
42 million bushels. No definite steps towards this construction have been 
announced but the first terminal at Buenos Aires was started in February, 
1938. A national system of grain elevators is planned and then bulk 
handling will replace bagging and grade certificates will at least supple- 
ment the f.a.g. system. v) 


AUSTRALIA as. T 


Australian wheat farmers have secured assistance since the early part 
of the depression. The first measures taken in 1929-30 were towards debt 
adjustment and reduction of interest and rent charges. Wheat bounties 
by the Commonwealth Government were begun in 1931-32 and continued 
up to 1934-35; New South Wales also supplemented the Commonwealth 
grants with a sum of £300,000 in 1931. The currency depreciation early 
in 1930 is said to have assisted the exporters, but the main depreciation 
did not take place until 1931. As in Argentina, the rate has been very 
steady since February, 1934. A Royal Commission of Enquiry, with a 
broad remit, was appointed in January, 1934. 

The following are the bounty and relief payments for wheat-growers 
listed in the Australian Year Book, 1936, pp. 700-02: 


Bounty. elOSl-32). soos. yey one) leh) hones eee oe Mcael ven ol ahaa ..£ 3,429,314 
Bounty, OSHS GLY SPC ERE ee eee Oren te conie Notes eer ea Matinee mace Laan 
FeslictN0982 3803, «cj tehiaeiea oprafialaaiae, naels abiacveng dane OObOEd 
1S RE SY torn eu ea came ENA LE 
Relicia Copecialyi st tic) ales BE ASRS CORR Somer as A hyve 
PUES on 2 sa, Samy exes weaia ate BAGOAMIME Te 
Relief, 1935-36.. .. .. ae, 878; 
£14,401,828 
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The distribution was made to the States on a production basis, with 
the State deciding how it would be distributed. In addition to bounties 
and relief, the wheat growers have also benefited under the Loan (Farmers’ 
Debt Adjustment) Act of 1935 which allotted £12 million to the States 
for adjustment of farmers’ debts. Only £10 million has been allocated to 
date. This is mainly used by wheat farmers (evidence of Mr. Harper, 
p. 10017). 

Unsecured creditors lose about two-thirds of the debt; the Commor- 
wealth pays about one-third on the average. 

The rate of bounty was 44 pence per bushel in 1931-32. In 1932-33 
and 1933-34, the payments were made through the Governments of the 
States on an acreage basis. In 1934-35, the bounty was three pence per 
bushel, plus a further relief payment of three shillings per acre. Evidently, 
only the relief payment was made in 1935-36. No bounty or relief dis- 
tribution was made in 1936-37 and 1937-38, prices having advanced 
materially. 

To pay the bounty and relief a flour tax was used, first in New South 
Wales, then in the Commonwealth. 

The Australians who appeared before me in London regarded the 
abandonment of the gold standard early in the depression as having 
operated to the benefit of the exporting producers more than anything 
else. (See Appendix VII). 

The State also helps the farmers by low freight rates on fertilizers 
and farm products, and in Western Australia no wharfage charge is made 
on any primary product exported. 


Tue UNITED STATES 


Of all the exporting countries, the United States has shown the closest 
approximation to methods used in importing countries to aid wheat 
farmers in depression. These endeavours have been favoured by drought 
that reduced supplies to a domestic basis on several occasions. 

Among the more important methods of assisting the wheat farmer 
were protective tariffs, direct market support by Grain Stabilization Cor- 
poration beginning early in 1930 and continuing until completion in May, 
1933, surplus-relief market operations in October, 1933, currency deprecia- 
tion, Governmental credit to encourage purchase of United States wheat 
by other countries, export subsidy, 1934, Agricultural Adjustment Act of 
1933 involving benefit payments for acreage reductions and a processing 
tax, and the Ever Normal Granary plan. 

The earlier plans of the Government were directed toward improved 
functioning of the existing marketing machinery, e.g., by open market 
purchases and aids to export. Since 1933, the problem has been approached 
from another angle and an effort made to regulate supplies by means of 
bonuses for co-operation in acreage adjustment. 
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The United States tariff on Canadian wheat is 42 cents a bushel 
(established April 6, 1924), except for feed wheat in which case it is 10 
per cent ad valorem. There are, of course, duty-free privileges in bond 
for re-export. The tariff is effective in raising domestic prices in short 
crop years, especially for hard red spring wheat. 

The Agricultural Marketing Act was passed in 1929 and the Federal 
Farm Board, with a revolving fund of $500,000,000, came into existence in 
July, 1929. As prices weakened, the Federal Farm Board made fixed 
loans to wheat co-operatives in late October, 1929. The Farmers National 
Grain Corporation made small market purchases in January, 1930, but 
extensive buying really began with the establishment of the Grain 
Stabilization Corporation on February 11, 1930. At June 30, 1930, its 
holdings were 65 million bushels (Ex. 127). Buying steadily and virtu- 
ally pegging United States wheat prices from November 15 on, the Cor- 
poration held 257 million bushels out of a total United States carry-over 
of 340 millions on July 1, 1931. Liquidation began in 1931-32 through 
sales on the market, relief distribution and sales to Brazil, Germany and 
China. In May, 1933, the process was completed at a net loss of 
$184,000,000 (Ex. 44). 

In October, 1933, there were “ surplus-relief operations ” to the extent 
of 16 or 17 million bushels involving wheat purchases on the market 
and distribution for relief. 

Under the National Recovery Act, codes were established for the 
Grain Exchanges on March 31, 1934, the country elevators in May, 1984, 
and the terminal grain elevators in December, 1934. The Grain Exchange 
Code barred trading in indemnities, established margin requirements to 
check excessive speculation, and placed limits on daily fluctuations. The 
elevator codes were designed mainly to check unfair competition. 

The United States currency was depreciated at a later date than the 
other wheat exporting countries. It was not until April, 1933, that the 
exchange rate was allowed to decline from post-war goldparity. In 
February, 1934, the United States dollar in foreign exchange reached a 
level of 59 per cent of post-war gold parity and it has been maintained 
at this rate ever since. (See Appendix VII.) 

An export subsidy of 6-1 million dollars are paid for wheat mostly 
grown on the Pacific Coast in 1933-34. Some 21-85 million bushels of 
wheat and 6:54 million bushels as flour were sold, mostly to the Orient. 
Loans were made to the Chinese Government to enable purchase. The 
necessary subsidy amounted to about 23 cents a bushel and, it is claimed, 
prevented movement of the surplus eastward to depress markets there. 

The Agricultural Adjustment Act, 1933, involved benefit payments 
to wheat growers who contracted to reduce their seeded wheat acreage. 
These benefit payments were to be secured by a processing tax on wheat 
consumed in the United States. This was fixed at 30 cents per bushel on 
June 26, 1933, and the first benefit payment was set at 20 cents on 
July 24. It is reported that total payments as “ benefits” under this 
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Act, 1933-35, amounted to $331,196,117.03 (Ex. 44). Dr. J. S. Davis 
in “ Wheat and the A.A.A.” (Ex. 402) concludes: 


“The A.A.A. can justly claim that it enhanced wheat growers’ 
incomes by something like 120 million dollars in 1933-34 and perhaps 
100 million in 1934-35.” 


The legal basis of payments to contract signers was upset by the United 
States Supreme Court. A new Act 


“ providing an adequate and balanced flow of the major agricultural 
commodities in interstate and foreign commerce, and for other 
purposes ” 


has recently been passed. It aims to maintain prices for the wheat grower, 
among others, with purchasing power as great as in 1909-14. Further, it 
establishes an ever-normal granary plan in the interests of both consumers 
and producers and seeks to prevent wasteful use of soil fertility. Adjust- 
ment payments will be continued under new conditions. 


OrHEeR ExportTING CoUNTRIES 


The methods employed by the Balkan countries that have net export- 
able surpluses have been previously described. Only two others are 
worthy of particular mention, at present—Russia and India. In Russia, 
state regulation, in varying degree, has been in force since 1917. 


“ All grain collecting activities are now controlled, regulated 
and directed by the People’s Commissariat of Commerce (previously 
the Commissariat of Interior Commerce), which also manages the 
elevator system and the milling industry and controls the grain- 
exporting organization, the Exportkhleb.” (Wheat Studies, ‘‘ Russia 

' as a Producer and Exporter of Wheat,’ Vol. VIII, Nos. 5 and 6, 
March and April, 1932). 


We were advised overseas that their wheat is sold on a sample basis, f.a.q. 
and that there is quite a variation between samples, the best being only 
second to Canadian in quality. In the United Kingdom, all Russian 
wheat is handled by one firm. 

After favourable growing seasons, Indian wheat is exported in appreci- 
able volume. The domestic and export trade is in private hands. Two 
principal varieties, Red and White Karachi, are sold on an f.a.q. basis, 
in bags, principally in the United Kingdom. We secured no evidence on 
government efforts to assist the wheat-grower in India. 


CANADA 


Farmers in Western Canada have been given governmental aid to 
assist them in meeting the problems of drought and low grain prices. 
Guarantees of the Dominion Government to the banks enabled the carrying- 
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on of stabilization price measures that have been previously described. 
Since the Unemployment Relief Act, 1930, the Dominion Government has 
made large contributions as grants or loans to the provinces to enable them 
to cope with extraordinary conditions. In 1931-32, a bonus of five cents 
per bushel was paid by the Dominion Government on wheat grown in 1931 
and delivered up to July 31, 1932. Debt adjustment legislation was 
provided to enable consideration and revision of farmers’ debts. The 
Prairie Farm Rehabilitation Act has given direct attention to the problems 
of the worst drought area. These measures are, of course, in addition to 
the continuing importance of experimental and research work that is 
striving to improve the farmers’ position in production. 


Five Cent Bonus 


A bonus of five cents per bushel was paid on wheat grown in Alberta, 
Saskatchewan and Manitoba in the year 1931 and delivered up to July 31, 
1932. The distribution was handled by the Board of Grain Commissioners 
and amounted to $12,719,900.73, of which approximately $1,169,000 went 
to Manitoba farmers, $5,669,000 to Saskatchewan, $5,858,000 to Alberta 
and a small amount to farmers in the Peace River district of British 
Columbia. 


Farm Relief 

The primary responsibility for relief of agricultural distress is 
presumed to rest with the rural municipality or local improvement district. 
Where the need is too great, the provincial government is called upon. 
Likewise, under extraordinary conditions, the Dominion Government may 
assist the provinces. This understanding, I believe, dates from December, 
1921 when assistance to the provinces was first granted. 

Under such conditions it will be seen to be practically impossible to 
state with any great degree of accuracy the amounts expended by the 
different authorities for the relief of western farmers as a result of drought, 
low prices and other causes. Little information is available for the 
municipalities and only sketchy data for the provinces. The lack of data 
for the municipalities is not very bothersome because the need soon became 
so extreme as to place main reliance on Provincial and Dominion Govern- 
ment funds. 

Government officials of the three provinces appeared before this 
Commission to describe their methods of making advances to the muni- 
cipalities, particularly for seed and feed relief. The province of Alberta 
between April 1, 1930, and October, 1937, made net payments for agricul- 
tural relief of $3,904,861.02 (Ex. 301 and evidence p. 5256). With 
treasury bills issued to the Dominion Government for $3,202,748 and 
stock on hand valued at $218,841.09, the actual payments of the 
Provincial Government were about half a million dollars. 

A general statement of the assistance given by the Governments of 
Canada and Saskatchewan to maintain and re-establish the agricultural 
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industry in those portions of Saskatchewan that have suffered so severely 
from diminished farm income since 1930 was given to the Commission by 
Dr. F. H. Auld, Deputy Minister of Agriculture for Saskatchewan 
(evidence pp. 11743-11792). Only with ultimate adjustments will it be 
possible to determine the provincial share, but it was stated that an 
expenditure of about $85 million has been made. In the case of 
Saskatchewan, a write-down of $17,682,157.61 was made by the Dominion 
in 1936-37 (Public Accounts for the fiscal year ended March 31, 1937, 
p. x) as part of a co-operative program for the adjustment of farmers’ 
debts in the drought area. Dr. Auld fixed the aggregate cancellation 
at about $36,000,000 (evidence p. 11755), with a possible addition of 
$9,000,000. These amounts covered feed and seed and direct relief. 

The railway companies, it was noted, had generously provided for 
movement of relief supplies at reduced rates, representing a contribution 
of several millions of dollars during the current relief period (evidence 
pern773)) 

In Manitoba, approximately $1,800,000 was appropriated between 1933 
and 1937 for feed, seed and other relief as guarantees to municipalities 
or by purchase and distribution of seed in unorganized territory. A large 
proportion of this total has been repaid by the municipalities or farmers, 
or written off. Subsequently, the Manitoba Government wrote off farmers’ 
debts including some of the above items to the amount of $804,897.02 and 
the Dominion in return cancelled Manitoba Treasury Bills to the same 
amount. (Public Accounts for the Fiscal Year ended March 31, 1937, 
ee 


DoMINION GOVERNMENT DISBURSEMENTS 


It is quite impossible to differentiate the federal appropriations for 
farm relief as distinct from other relief expenditures. The following table, 
however, lists those Dominion Government disbursements made under 
relief legislation since and including the Unemployment Relief Act, 1930, 
and up to December 31, 1937, that at least in part went to farm relief. 


—- Manitoba |Saskatchewan Alberta aneie 
rovinces 

$, .) cts. $ ets. $ © ets. $ ets. 

Direotireliot. st store ane. See ae 5,537,681 50 |21, 692,225 75 | 3,888,498 02 | 31,118,405 27 
Grants-in-Aid—August 1, 1934, to 

December SlMlosiks.aee eee 6,714,018 75 | 9,742,250 00 | 4,981,125 00 | 21,437,393 75 
Agricultural relief other than Direct 

Relief in Drought Areas*........... 159,324 83 | 8,336,536 78 495,224 91 | 8,991,086 52 


Source: Dominion Unemployment Relief Commission, Ottawa. 


_*Includes movements of stock and equipment, feed and fodder, agricultural resettlement and 
assistance to settlers moved, etc. 
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The Direct Relief expenditures and the Grants-in-Aid shown above are 
for both urban and farm assistance and it is practically impossible to separ- 
ate the two items. Based on certain months, however, it would appear that 
approximately 20 per cent in Manitoba, 80 per cent in Saskatchewan and 
70 per cent in Alberta went to rural areas. The above figures do not repre- 
sent the total of relief disbursements in these provinces. For such data 
reference should be made to the tables following. 


Department of Agriculture —Expenditures for feed and fodder in 1936- 
37 and 1937-38 and direct relief in 1937-38 in the Prairie Provinces were 


made by the Department of Agriculture and are additional to those listed 
in the table above. 


DEPARTMENT OF AGRICULTURE RELIEF EXPENDITURES 


— Manitoba |Saskatchewan Alberta 


$ cts. $ ets. 3. cts. 
Heedeand, Bodden < 193637 a2 o6 6 aes cele we uted swe dias 200,078 12 | 2,399,698 09 | 1,007,556 49 
Heedand Podder 1937-38) 0o40 4. ok, SANDED, 50,000 00 | 8,341,302 28 450,468 59 


Direct Relief, 1937-38 - 6,976,146 06 333, 363 18 
Special Foodstuffs, 1937-38 - 969,299 83 


Source: Department of Agriculture, Ottawa. 


Reuier THrRouGHouT THE DoMINION 


It must not be assumed from the above listing of amounts spent for 
relief in the Prairie Provinces that such expenditures are confined to those 
provinces. The following table is included to correct any such impression. 
It also gives the percentage rural of the population in each province: 


Dominion Percentage 
disbursements rural 
under Relief in 
— Legislation. total 
1930 to population. 
March 31, (Census 
1938 of 1931) 
TC CMO CW ATC [SVAN Cis, op. cree eect ee techs Me Ne eee ene ita 1,199,035 22 | 76-9 
eee es A ee 37486 704 80 | 5408 
Nie TEAR AIO Oe HR OL De nto Lane oe aan: Sem o demote sem coc 6,202,323 89 | 68-4 Census 
(GUTEIBE EL awh eon tac A ROO REESE Le re SEE SE MIGOIGe Be Skene 56,007,586 14 | 36-9 of 1936 
Re ed ae bovis. sclera e's hind on oh ao RNR enh 94,715,433 27 | 38-9 ——— 
lear DECENT TT a cle tohilc wrcicly AS Meare artes KerakoRereaa irecarenn oRepen 24,087,129 05 | 54-9 (56-3) 
rh alta Aes c, ok cee eeieePdea k pone 49,851,713 71 | 68-4 (69-9) 
Ree RE Bees carlo su aeeoraics Siautavoh bee Me 18,282,900 43 | 61-9 (62-9) 
IB CHIHRIN CC OIKUiZa Ing Rene Bean Seinen oo De coetdhiacan tesiceio ors 29, on ay 7 43-1 
BY ANT EC TLC AMIN de Lees cayanrs gre eh cud piston enon aer east -oueheyaraucval shavegane) olhibs uahe = yaged= errr ger & 
WG kGalllaiixeree janet bee meen enon cb Ub open cumUcianeants. c-iomcu or , 564, 


291,800,186 26} 46-3 
RTI AUER ee 


Source: Dominion Unemployment Relief Commission, Ottawa. 
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For the Prairie Provinces, the above figures do not include feed and 
fodder relief, 1936-37 and 1937-38, and direct relief, 1937-38 administered 
by the Department of Agriculture (see page 1387). The main constituents 
of the total given above are: 


$ cts. 
GEPATE SUT ATC Rr ao Ste age 0 2 Ne tr rae 88,500,798 97 
Direct Reliefs ..2 he REO RAL SR A eee 84,320,008 15 
BUD LEG AWiO TIES vce oah, sere cso oo eee eeu s ered cede © bat nenieh sagen nog eta 70, 5380, 296 88 


AGRICULTURE AND INDUSTRY IN DEPRESSION 


In connection with the burden of relief in depressions, it seems per- 
tinent to emphasize that agriculture in Western Canada and industry in 
Hastern Canada react quite differently to low prices and reduced effective 
demand. Farming, as has often been emphasized, is a mode of living as well 
as a business occupation. When prices fall, the farmer commonly stays on 
the land and keeps on producing. In the West, he has really no alternative. 
(The Census of 1936 revealed that in each Prairie Province, between 
June 1, 1931, and June 1, 1936, rural population actually increased, the 
total increase being about 69,000 head while the urban population declined 
about 2,500.) As income is reduced, the farmer must lower his standard of 
living and, as conditions become extreme, cease paying his debts. The final 
stage is relief, when income is insufficient to pay for food, clothing and fuel. 
It is notable that drought and other factors limiting production were more 
cogent reasons than low prices in forcing relief measures for western agri- 
culture. 

When depression strikes industry, there are various alternatives open, 
among them being reduced production, lower wages, reduced hours and 
staffs. If these fail, the plant may be closed. The effect of depression in 
industry can be shifted in a variety of ways. As depression deepens, the 
burden is in large measure thrown on the municipality and finally on the 
provincial and federal governments. To the extent that the municipalities 
absorb this burden, relief to industry is not as apparent as in agriculture. 
Agriculture cannot shift the burden of depression; it, by its very nature, 
must take nearly the full shock—and keep on producing. 


PRAIRIE FaRM REHABILITATION AcT 


Expenditures under the Prairie Farm Rehabilitation Act up to 
January 31, 1938, amounted to $2,302,206. 


EVE AINTTO Da spe M aes) eget a is.o's oul sic, co jie) acters (ahd lies eco aCe [lo GeO 
SAsOLCHe WAR ek 2 Ie (a RRM Le EE Se ears 
A Dertarepeie. vf Seles ken we vy, as cid vee eee 314,118 


The expenditures under the P.F.R.A. include a wide range of activities, 
but the principal items cover water development, district experiment sub- 
stations, reclamation projects, grass seed developments, soil survey and 
research, tree planting and distribution of pure seed. 
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Farmers’ Crepirors ARRANGEMENT AcT 


The following table summarizes the work of this Act, in force in the 
Prairie Provinces since September 1, 1934: 


SS a eS ia OE I Gs one ares Sa 
——_000000——@EOMaa@RHy0)DnDnODO0nQ000099SS 


=e Manitoba |Saskatchewan Alberta 


Number of applications for adjustment.............. 3,596 6, 454 4,714 
Number of cases adjusted............. 2,610 


4, 383 2,458 
Total debt of cases considered $18,542,819 | $37,944,486 $21,097, 400 
Total’amount of reduction: 0.002. P88 Ie $7,879,589 | $13,433,867 $8, 125, 850 


In addition to the above reductions in the total debt the interest rates in 
most cases were scaled down. The total estimated annual saving to the 


farmers resulting therefrom is Manitoba, $617,742, Saskatchewan $949,119, 
Alberta $791,564. 


Causes WITHIN CANADA 


The foregoing is a short résumé of conditions surrounding the produc- 
tion and the trade in wheat in importing and exporting countries.. Viewed 
in relation to the subject now under discussion, “the causes of the decrease 
in Canadian grain exports in recent years,” it is clear that the outstanding 
factor is the great shrinkage which has occurred in the importation of 
wheat by the countries of continental Europe. (See Table on page 121.) 

The question which remains to be answered, therefore, is whether 
Canada has contributed in any way to the production of this shrinkage 
or to any decrease in our share (compared with other exporting countries) 
of the market, such as it is. 

Again I may say that the background of this question and the import- 
ance of it lies in the fact that Canada is, and, according to the opinion 
I have formed in pursuing this inquiry, must remain, a large-scale exporting 
country, and that wheat is one of our main export commodities, representing 
an average over the last 15 years for wheat and wheat flour of 28-7 per 
cent of our total domestic exports, with an average annual value of 
$279 ,000,000. 

In the course of time our producers may find it to their advantage to 
devote their activities, in a larger degree than at present, to some other 
form of agricultural production. But our present problem is to find markets 
for the whole of the wheat surplus we are producing and are likely to 
continue to produce for a long period of years. 

Canada has had the following percentages of world total net exports 
of wheat and wheat flour in recent years: 


Per Cent aes pe Bor Cent 
ELON Be inc tonite 39-0 080-31 ta -tocbe we ee. ty 
1053-02 eee SRA 41-2 1080-99 Pode Bees bots 25-8 
TOI Es leet ase 24-8 TOIT me ta 41-0 
1095-06 PES, o.oo cece 46-0 1993-34" Gu oe 34-5 
1906 oye St 34-3 LOS4. SR ae atte 30-3 
HOTEL. (i ei atid 39-6 1555-96 oo ee ea 47-8 
iS ee ae 42-4 1986-37. ken ees 33-8 
TODO SOREL cgeectecens 31-0 1997-38. bass ee 16-3 


o timated. ; : 
wiutienite “Tnternational Wheat Situation, Wheat Advisory Committee, 1938. 
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The period covered in this table was marked by the reduction of the 
share of the United States in the world wheat trade. In the period 1922-27, 
the United States’ percentage of world wheat trade was 23-2; in 1927-32, 
17-7; and in 1932-37, 9-0. This certainly left an opening for the other 
exporting countries, including Canada, to fill. Up to and including the 
crop year 1934-35, Canada did not secure her fair share of the market 
resulting from this development. Argentina and Australia took advantage 
of the opportunity and generally followed a policy of selling their annual 
crops within the same crop year while Canada accumulated a surplus of 
over 200 million bushels. When this surplus was exported in 1935-36 and 
1936-37, our share of world trade rose again to the figures shown in the 
above table. The decline in 1937-38 is a product of the short crop of 
1937, the poorest since that of 1914. 

Looking then at a reduced overseas market and at a reduction in our 
share of that market during most of the depression period, I find certain 
factors in the situation which we ourselves have contributed. 


In the first place we have had a succession of short crops with a 
relatively small exportable surplus (See Table on page 24). This is one of 
the causes of our decreased share in international wheat exports, and is 
one which is usually overlooked when the question is under discussion. For 
this misfortune no blame can be attributed to anybody. The following 
chart will illustrate this situation and will also show the close relation 


| PRODUCTION ano EXPORTS 
(Oley 


CANADIAN WHEAT 4No WHEAT FLOUR 
CROP YEARS 


1908-09 TO 1937 -38 


MILLION 
BUSHELS PeeenD 
i 3 
B0Qm= Exeonrs (7 PRODUCTION 4 
a 
iz LY 
Uli Wey AAI] 4 
|| 4 y 
200 Myf ven AAAs g Ar 
kK UTA AA AAA Aue 
0-H HAY ny) AAA 
NIAAA DUAGAAAAAHAAAAA GAYA ddddde 
HUAAAAL 14 \AUAYAZAAAAAYAAAAHAHAAAG 
EL Gus AAHAALABAAYAAHAALEAGY 
»AUAAAAAUAAAAYUAAAHHAAAAHAAHA AL 
| 6 2021 25-26 * 30-31 35-36 3738 


’ oy ‘ 
1908-09 10-1 15- : 
Note: EXPORTS FOR THE 1937-38 CROP YEAR ESTIMATED 
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between production and exports through the years. There are some excep- 
tions to this correlation, notably in those years when the large carry-over 


was being accumulated and later in 1935-36 and 1936-37, when it was 
being disposed of. 


In the second place we have Canada’s tariff policy which, mevit- 
ably, came up for some discussion on an inquiry of this nature. I do 
not think that it is within my remit or within my competence, to deal 
with the Canadian tariff question in all its bearings on our national life. 
There is however no doubt, in my opinion, that the customs laws of other 
countries, including Canada, played some part in the adoption of policies 
that led to a shrinkage of wheat imports into the following countries: 
Switzerland, Italy, Belgium, Holland, and in a less degree, Germany and 
France. Whether or not disadvantages in respect to wheat may, within 
Canada, have been offset in whole or in part, or may have been totally 
overborne, by advantages in other directions, is not for me to attempt 
to say. But speaking only of wheat, I think from the evidence, that 
we have contributed to some extent to the shrinkage in the available 
market by our customs tariff laws. On the other hand, it was pointed 
out to me with some force, that in view of our small population (only 11 
million consumers) it would be hard for us in any event to offer wortn- 
while advantages in the way of tariff concessions to such countries as 
might thereby be induced to buy more wheat from us. 

However, speaking only of our wheat, I agree with what was said 
in evidence by Mr. J. R. Murray, former Chief Commissioner of the 
Canadian Wheat Board, that tariff or other arrangements which will 
result in each case in disposing annually of even only small quantities of 
wheat, such as say 5 million bushels, are worth while striving for. The 
sure disposal of these additional quantities, here and there, will count in 
the aggregate and will tend to prevent the accumulation of surpluses from 
year to year. 

For a full, expert, treatment of the whole tariff problem in its bearing 
upon wheat, I would refer to exhibits 19 and 713. 

In the third place, I think some contribution to the narrowing of 
the export market was made by the announcements of policy tending 
towards an international selling monopoly and high prices, made on such 
occasions already referred to as the conferences held at St. Paul and 
Kansas City in 1926 and 1927 and in which representatives of our Wheat 
Pools took part. 

Fourthly, we have the incidents attending our 1929-30 crop year 
and which have been dealt with at length in discussing the Wheat Pools, 
including the unfortunate pronouncements which accompanied the with- 
holding of our wheat supplies. 
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And finally we have the effect of our stabilization measures, particu- 
larly in 1934-35. In that year there was a maintenance of out-of-line 
prices and a consequent accumulation of unexported supplies which un- 
doubtedly had a bad effect on our overseas customers. Our farmers who 
sold at these prices received the immediate benefit of the policy; but our 
export market suffered. 

Speaking of these last two incidents, I must say that I am also 
satisfied, on the evidence I received overseas, that their unfavourable 
effect has now disappeared, having been removed by the policy of con- 
tinuous offering carried on by the Board under the provisions of the 
Canadian Wheat Board Act, 1935, and which resulted in the liquidation 
of our accumulated surplus. From now on, with a reasonable selling 
policy, there 1s no reason why we should not receive, from year to year, 
the share of the overseas market which the quality of our wheat deserves. 


CHaprmr X 
DURUM WHEAT, COARSE GRAINS, FLOUR AND RESEARCH 
ALTERNATIVE Crops 


While the future of the world wheat market remains clouded and 
uncertain, it is pertinent to inquire into the economic possibilities of shift- 
ing some wheat acreage into alternative crops. In 1937, the acreages of 
the grain crops in the Prairie Provinces were: ’ 


ee Mio Merinate Tekst she tial iets Matt frie ec hae ee Gee | REM gee eR OAEHOO 00 
ae Comment eich sdel ceae Wrerea ts cd 5.0 WSR ah Cute cba wre i a Ria 8,579,000 
uC Vied ate ee-VoU Leoh coke} test oli efelils\e) s/s irs) sau magnicvt ee oa Sy oa REE OO OOO) 
Pere rir). Finis). ee aod) .isi2d..2e). ab eee 808,200 
ee ee leg BNE a ects ee cos Ay bc ge 233,300 
37,781,800 


Since the total field crop area in the same year was 40,314,000 acres, 
it is seen that these five crops account for 93-7 per cent of the total. 
Other crops are of minor importance, except in certain favoured areas. 


Durum Wheat 

Firstly, something should be said regarding the possibilities of Durum 
wheat. Durum wheat is a special type that is practically rust-resistant 
during growth and therefore particularly suitable for parts of Manitoba 
and Eastern Saskatchewan. It is utilized mainly in the making of semo- 
lina, macaroni and like products and only on rare occasions and in limited 
amounts in the manufacture of bread flour. 

In 1937, due to exceptionally favourable weather in Manitoba, the 
Canadian production of Durum wheat reached the large figure of 26,400,000 
bushels, of which 24,400,000 bushels originated in Manitoba and the 
remainder in Saskatchewan. The large production in Canada coincided 
with big crops in the other producing areas, particularly Italy, the United 
States, Turkey and North Africa. The demand for the Canadian product 
was limited and only about 6 millions have been exported to date, with the 
likelihood that perhaps 8 or 9 million bushels will be shipped during the 
whole crop year ending July 31, 1938. A large proportion—possibly one- 
half—of the small Canadian wheat carry-over at July 31, 1938, will be of 
the Durum type. Prices for Durum in Canada have been at large dis- 
counts under the Northern grades throughout this crop year. 

In the next few years, there does not seem to be any possibility of 
diverting much bread wheat acreage to Durums. More likely, there will 
be a decrease in Durum acreage at least until the large 1937 crop 1s 
exported. In Italy and Germany, substitutes for Durum are becoming 
important. In France, a government decree forbids use of any wheat 
except Durum in the manufacture of semolina but consumption is said to 
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be declining and, in addition, Algeria is becoming an important source of 
semolina. 

Durum wheat acreage cannot be relied upon to absorb any decrease 
in bread wheat acreage. 


Flax 


The Canadian Flax Association submitted a brief (Ex. No. 707) 
pointing out that the acreage devoted to flax-seed has been declining 
during the past thirteen years. Flax was a common crop on new breaking 
during the development of the West. Canadian acreage reached a peak 
of 2,021,000 in 1912 and was high again in 1920 (1,428,164 acres), and 
1924 (1,276,667 acres). In 1937, the acreage was only 241,300 and the 
production 697,600 bushels. 

It is emphasized in the brief that the Canadian crushing industry 
requires approximately 2,500,000 bushels of flax-seed annually, while 
domestic seed requirements account for another 200,000 bushels. Further,— 


“ Canadian imports of flax-seed and equivalent linseed 011 during 
the past number of years (1926-35) have averaged 722,000 bushels 
annually, representing a sum of $1,200,000. 

‘“Flax-seed is used almost exclusively for the manufacture of 
linseed oil, which in turn is used in the manufacture of paints, 
enamels, varnishes, lacquers, soap, linoleum, oilcloth, patent 
leather, putty, printers’ inks, etc. Linseed oil is appreciated above 
most other vegetable oils for the above mentioned processing 
industries, because its chemical composition permits it to dry rapidly 
in the air to a hard, non-tacky mass. 

“Canadian flax-seed is undoubtedly the best securable both 
as regards quantity and quality of oil.” 


This superiority prompts the Association to suggest that Canada would 
have an advantage in export markets, particularly in the United States, 
and that 

“this country would dispose of some 10 million bushels annually 
without substantially affecting the Argentine trade.” 


The brief goes on to mention that “the best quality flax-seed is 
obtained from areas of average or low protein content wheat,” for instance 
the Goose Lake area, the Red River valley, along the Manitoba-Sas- 
katchewan border and in the irrigated areas of Alberta. The dollar return 
per acre from flax-seed in these favoured areas exceeds that of wheat and 
other grains. 

The Association recommends: 

1. More research, especially that directed towards development of 

early-maturing wilt-resistant varieties. 

2. More education among producers on varieties and cultural methods. 

3. Study of tariffs, especially that on soya bean meal which enters 

duty free and competes with superior Canadian linseed meal. 
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Oats 


The use of oats as a cash crop is limited mainly because of the price 
factor. Oats have a high proportion of hull and are best utilized on the 
farm for feed. Their low value per unit will not withstand costs of trans- 
portation and, in fact, only a small proportion of the crop is marketed in 
Western Canada and a still smaller percentage moves into world trade. 

Oats are grown in certain central, northern and far western regions 
of the Prairie Provinces because they are a safer crop than wheat, having 
a shorter growing season and thereby more likely to escape frosts. In 
the southern districts, wheat is a much more suitable crop but oats are 
grown in rotation with wheat to provide feed and to utilize labour and 
machinery to better advantage by stretching out the seeding and harvest- 
ing seasons. 

It is the park lands, the northern and western parts of the Prairie 
Provinces, that are best adapted to oat production and in these very 
regions we have noted that wheat of lower quality results. Garnet wheat, 
having a shorter growing season, caused a shift from oats in these areas 
and it is quite possible that the segregation of Garnet from the Northern 
grades will divert some acreage back to oats. The oats grown in these 
areas are of high quality. Mr. John MacLean of the Glasgow Corn Trade 
Association confirmed this (evidence p. 10404): 

“Q. Are Canadian oats regarded as of good quality? 
A. (Mr. MacLean) I should say so. Canadian oats are the 
nearest we can get to Scottish, barring New Zealand.” 


While there will usually be a small overseas market for high quality 
oats, it will continue to be relatively unprofitable to ship the lower grades 
any great distance and the main market will be in live stock feeding, 
particularly for horses, cattle and young stock of all classes. The future 
of oats as a western crop is therefore closely related to the future of the 
live stock industry. 


Barley 

Barley is a crop with a shorter growing season than wheat or oats, 
but it requires more rainfall than wheat for optimum growth. In Western 
Canada, the highest yields and best quality of barley are produced in the 
so-called park lands to the north and west of the agricultural area. This 
is the area where wheat is more inclined to be starchy and of lower protein 
content. To the extent, therefore, that barley can be grown profitably in 
this area, it will displace wheat of lower quality. nA 

From what I have heard in the course of this inquiry, it seems to me 
that more attention might be given to the production of malting barley in 
these areas. This appears to be a promising alternative to wheat. 

At this place, it is interesting to refer to the following portion of the 
record taken at Glasgow, Scotland, during discussion with representatives 


of the Glasgow Corn Trade Association: 
57642—10 
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‘Mr. Prrstapo: Has there been any (Canadian Barley) come 
over during the last year? 

A. The Distillers’ Company Ltd. are big users of No. 3 Cana- 
dian barley; they buy it all the year around, when the price is in 
line. Last year Canadian barley was out of line, and they bought 
mostly Danubian barley. . 

Q. When they bought, did they buy through the trade here? 

A. Yes. 

Mr. Coyne: When you are buying Canadian barley, have you 
any guarantee that it will be for malting, or feeding barley, as you 
want it? 

A. We buy it in grade; nine times out of ten, if a distiller buys 
it, it serves his purpose. Occasionally it has not malted? Is that 
right? 

Mr. MacLzan: I suppose there have been such cases. 

Mr. ArrKEN: Very little Canadian barley is malted. The real 
high-class distillers here do not go in for Canadian barley; that is 
what they call the raw grain distillery. The malt and barley has 
to be of a superior type altogether. I do not think much comes 
from Canada. We get a good deal from California. 

Q. You do not need the malting barley for distillery purposes? 

A. Not for our grain distilling. There are two types. You can 
make whisky out of maize, or anything, out of potatoes, if you like. 
That is what you call the raw-grain distillers. The high-class 
Scottish whisky is made from the very best malting barley, either 
Scottish or some Californian, probably. It is wholly malt, and the 
whisky is made entirely from the malt. These raw-grain distillers 
sometimes use a good deal of the No. 3 Canada Western, but it is 
not malted. . 

Q. No. 3 Canada is not malted, but what we call Canada 
Western Extra is a malting-grade, is it not? 

A. Mr. MacDonatp: No. There is 3 Canada Western barley. 
The Distillers’ Company here were practically the only users of it 
for a long time for distilling. It is not used for malting; now they 
have come on more to 3 Canada Western, 6 Row variety; that is 
another of their grades. 

Q. Is that a malting variety? 

A. No, it is a distilling barley. They use it for distilling, not 
malting. It is a similar operation. 

Mr. Arrxen: There used to be a considerable trade done in 
oats and barley for feeding. That has been going down rapidly in 
the last 10 or 12 years, simply because of the decrease in the horse 
population. The number of horses in the City of Glasgow now is 
very small compared with what it was 20 years ago, there is so 
much motor-haulage. Feed oats and feed barley have gone down 
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very much indeed. There is a certain amount of barley ground up 
for cattle feeding. 

@. Did you ever hear of any complaint about the eondition of 
Canadian barley coming over here, too much foreign matter in it, 
or something of that sort? 

A. Yes, there have been one or two complaints. 

Q. As in the case of wheat, would it be isolated cases? 

A. I think probably as far as Scotland is concerned, there would 
be more complaints about Canadian barley than wheat. There have 
been one or two cases where the distillers could not use it. 

Q. Was that because of the condition of the barley itself or of 
the admixture of foreign matter? 

A. It just happens sometimes that barley does not germinate.” 
(Evidence pp. 10398-10400.) 


It developed later in the course of questions (evidence p. 10403) that 
the real malting grades (for instance, No. 3 C.W. Extra) were not coming 
to Scotland. Recently, largely as a result of drought, the production of 
malting barley in the West has been no more than sufficient to meet 
domestic and United States demand. Premiums have often existed and 
there has been little for overseas trade. It appears to me that more 
publicity among our producers regarding malting varieties and the best 
cultural methods should be undertaken. At the same time, overseas buyers 
should be made better acquainted with the malting grades of our barley. 
There is also need for further study of environment, barley variety and 
malting methods in their effect upon the diastatic activity of the resultant 
malt. 


FLour 


Representatives of the Canadian National Millers’ Association and the 
Ontario Flour Millers’ Association appeared before me in Winnipeg on 
January 29, 1937. 

Mr. G. S. McArthur of Toronto, Secretary of the Ontario Flour 
Millers’ Association, made the following representation: 

“We desire that our views be heard and considered for the following 
reasons: 

(1) That Canadian flour in foreign markets creates a demand for 

Canadian wheat. 

(2) That Canadian millers over a period of the last 20 years have 
ground over 20 per cent of the wheat produced in Canada and 
nearly 25 per cent of the wheat marketed. 

(3) That Canadian millers are creatures of circumstance in that they 
can only sell flour for export when Canadian wheat is on a 
world’s parity of value, and any marketing policy that contem- 
plates withholding supplies from world markets over @ long period 
in the hopes of realizing higher prices stifles their operations. 

57642—104 
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(4) That the successful merchandising of any food product depends 
on being able to give consumer steady supplies in relation to 
demand 52 weeks in the year. ; 

(5) That the industry itself is inherent to Canada, and represents a 
huge capital investment spread from coast to coast.” (Evidence 
p. 3951.) 


The recommendations of the organization were: 

“As to ways and means, we respectfully submit— 

(1) The Federal Government be urged to make Reciprocal Agree- 
ments with countries offering possible markets for Canadian 
wheat and flour. 

(2) The removing of transportation barriers so that flour, as a factor 
in maintaining and increasing wheat sales, will move at freight 
rates more in line with rates on wheat. 

(3) Co-operative methods be accepted by making known in potential 
markets the superior quality of Canadian wheat and flour.” 
(Evidence p. 3961.) 


“In conclusion we respectfully ask: 

(1) That there be a continuation of an open market in Winnipeg with 
its day by day reflection of actual values and price. 

(2) That no government agency be again permitted to purchase 
options. 

(3) That as soon as practicable the present most efficient Wheat 
Commission (the Canadian Wheat Board) be permitted to clean 
up their operations and withdraw. 

(4) That Canadian Millers, in whatever proposals be made for the 
betterment of conditions, be given their rightful place as a most 
important selling force, and as such, and in the general interests 
of the Country as a whole, be never again placed at a disadvantage 
as compared with foreign mills grinding Canadian wheat.” 
(Evidence p. 3964.) 


The last reference to being “‘ placed at a disadvantage ” refers to those 


occasions when the Pool offered wheat overseas at less than the domestic 
price at Winnipeg, plus transportation and other necessary charges. 


The recommendations made by Mr. D. 8S. MacLachlan for the 


Canadian National Millers’ Association were: 


“Finally, we suggest for the consideration of the Commission the 


following ways and means for extending the sale of Canadian wheat and 
flour— 


(1) A free and open market. 

(2) Reciprocal trade treaties. 

(3) Stabilization of exchange. 

(4) Equalization of all freights on wheat and wheat products from 
inland points to seaboard. 
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(5) Maintenance of a fair differential between wheat and wheat 
products for ocean shipment.” (Evidence p. 3843.) 


OverRsEAS EvIpENCE 


In London, I had the benefit of the views of representatives of the 
National Association of Flour Importers. Like the Canadian millers, 
these men favoured a free market; premiums in such a market represented 
the intrinsic value of the wheat and are not resented. “ Free trading 
leads to confidence and confidence tends to increased trade,” in their 
opinion. Regarding flour, they desired a free market, stable exchange and 
no discrimination as compared with wheat in inland or ocean freights. At 
present, it was stated (evidence pp. 9706-08) the rates on wheat, both 
inland and ocean, are considerably lower than on flour. 

The British market imports some 2-3 million barrels of Canadian 
flour annually, equivalent to about 10 million bushels of wheat. Further, 
the importation of Canadian flour implies or forces the importation of 
Canadian wheat. They believed that if it were not for the constant push 
and energy of the flour importers and of Canadian millers, the British 
miller would tend to reduce the use of Manitoba wheats to a minimum 
(evidence p. 9668). The majority of flour importers do not hedge, it was 
stated, but it is an added facility when somebody wants that protection. 


FREIGHT RATES 


On the question of relative freight rates on flour and wheat as well 
as on the question of domestic and export freight rates on grain (raised 
in evidence at Vancouver and Edmonton, particularly), I have been 
careful to inform those concerned that their representations should be made 
to the Board of Railway Commissioners for Canada. This is the Board 
having jurisdiction in such matters. 


RESEARCH 


I have made some inquiry into researches made to date into the 
question of industrial uses for wheat, other than the manufacture of flour, 
macaroni, semolina and similar products. I learn that wheat starch shows 
excellent promise from the technical point of view, but that economic 
considerations usually lead to the use of corn in starch manufacture. I 
am informed that in years of low wheat prices, the lower grades of wheat, 
having a starch content equal to or higher than that of the top grades, 
might be partially utilized in this way. It was pointed out in reports of 
the National Research Council (See for instance “ The Relative Merits of 
Wheat. Corn and Other Starches, A Survey of Current Literature” by 
Oo. MacConkey and “ Industrial Uses for Wheat Starch” by W. Gallay) 
that the consumption of starch in Canada annually is about 100 million 
pounds, mainly as confectioners’ elucose and for culinary purposes, but also 
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in the manufacture of baking powder, in laundry work and to a small 
extent in several other processes. About 95 per cent of the starch used in 
Canada is derived from corn because of the lower cost. Wheat starch, 
however, has some superior qualities in textile finishes, culinary pastes and 
baking powder. 

Researches into the use of grain alcohol in motor fuel have also been 
carried on. A report has been prepared on this subject by Mr. C. Y. Hopkins 
of the National Research Council. While some desirable qualities in 
alcohol as a motor fuel were evident, the cost seems to be out of all 
proportion to gasolene, at present. 


“Tt is estimated that the cost of producing alcohol from grain 
is three or four times the cost of producing gasolene.” 


Further, however, it was found that 


“The use of alcohol in proportions of 10 or 15 per cent of the 
total motor fuel consumption might render unnecessary the importa- 
tion and use of tetraethyl lead as an ‘ anti-knock’ agent.” 


Barley, as a matter of fact, seems to be a more economical source of motor 
fuel than wheat. 


Tue ASSOCIATE COMMITTEE ON GRAIN RESEARCH 


This committee associates the workers of the National Research 
Council, the Dominion Department of Agriculture, the Board of Grain 
Commissioners and four Universities, McGill, Manitoba, Saskatchewan 
and Alberta. Other Government departments, laboratories and commercial 
organizations have co-operated from time to time. Some of the studies 
made under this committee’s supervision have covered the drying of tough 
and damp wheat, the feasibility of using protein content as a factor in 
wheat grading, the testing of varieties and strains of grain, frosted wheat 
and its grading, investigations of malting barley, the oil quantity and 
quality of western flax-seed, drought resistance in wheats, and Durum 
wheat research. 

There can be no doubt that these studies have greatly advanced our 
knowledge of Canadian grain and that they have had important commercial 
applications of substantial value to the producers of grain. It is of interest 
to know that such co-operation and unified action is available to meet the 
scientific problems affecting grain as they arise. I feel sure that the 
Government will continue to give to such work the consideration and 
support that it deserves. 


« 


CHAPTER XI 
CAPACITY OF OVERSEAS MARKET—FUTURE PROSPECTS 


In entering upon the present chapter I am drawing nearer to the final 
task committed to me, that is to report upon “ The measures which should 
be taken to retain and to extend the marketing throughout the world of 
Canadian wheat and other grains and their products.” 

In approaching this subject one is met at once by several questions, 
the principal of which are: (1) what is the capacity of the overseas 
importing market? (2) what are the prospects, having regard to world 
factors, of the increase or decrease of that market? (3) what can we do 
to increase our share of the market, such as it is now or such as it may 
become in the years before us? 

I have shown in Chapter IX that our present export market is a 
greatly shrunken one, and that the shrinkage is accounted for, almost 
entirely, by the changed situation in Continental Europe. These Conti- 
nental countries imported annually about 374 million bushels of wheat 
in the five-year period 1927-1932, which was practically the same as in 
the period 1922-1927, and only slightly in excess of the pre-war period 
1909-1914. But in the period 1932-1937 they imported only 171 million 
bushels annually. So we have been faced, on the Continent, with a 
shrinkage of 203 million bushels a year in the last five years, while the 
United Kingdom remained about as it was, importing annually 226 million 
bushels, only about 11 million less than formerly. 


EVIDENCE RE FuTURE PROSPECTS 


And what of the future? No one, of course, can speak with any great 
confidence one way or the other. The uncertainties of the European wheat 
situation are bound up with many other great uncertainties, political and 
economic. Opinions have, however, been expressed and among these I 
cite the following which appear to be the most interesting. It will be 
noticed that some of these are optimistic and some pessimistic on the sub- 
ject of a possible increased European demand for imported wheat. 

Dr. Alonzo E. Taylor’s views are contained in the following extracts 
from his evidence which was given in November, 1937. 

“Tt is my view that, in the absence of war and with continued 
recovery from the world depression, an increase in the amount of 
wheat passing into international trade may be anticipated, and 
that on several cumulative grounds” (evidence p. 13932). 

“To the extent that the countries in Europe lose their fear of 
war with each other and lose their ambition towards independence 
in cereal supplies we can find the following changes occurring 
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gradually. In a few countries the expansion of wheat growing will 
be found to have been economic and sound. Sweden is one. In 
many of the countries the expansion of wheat acreage will be found 
to be uneconomic and unsound. Holland is an obvious one. But 
when you appraise the entire group it is fair to assume that there 
will be a somewhat lessened acreage planted to wheat. SH 

“Certain countries will make the decision in one direction; 
other countries in the other; but probably, if we can forecast it, 
the net effect will be that Europe will tend to raise less bread grains 
and tend to raise more feed grains ” (evidence pp. 13935-6). 

“Now the sum total of all this is that we believe that in the 
course of a few years the psychological conditions developing will 
be a reversal of the trend of the European crop west of Russia and 
that they will raise say 50 million bushels less than they did for that 
whole area; perhaps it may be 100 million” (evidence pp. 13936-7). 

“The sum total of all this would be, just as an illustration, 
that Europe would import 50 million bushels more of wheat than 
she has been doing—perhaps 100 million bushels.” 

“So I join with a group of men who do not believe that Europe 
is on the verge of a war which will destroy civilization but that, 
after a lot of bluster and one thing and another, people are gradu- 
ally going to return to the practices of peace and objectivity and 
decency, and I think that will cause an improvement in the total 
standard of living and that there will be an increased relative 
demand and an increased absolute demand, with the result that 
Kurope will become relatively less self sufficient in bread grains and 
will rely upon the outside world more” (evidence p. 13938). 


It will be noted that Dr. Taylor’s judgment is based upon the absence 
of war and continued economic recovery. In subsequent examination, he 
foresaw the possibility of bumper crops giving supplies in excess of the 
annual market requirements but, while in agreement with Mr. Cairns 
“with respect to the possibility of the occurrence,” he added “I envisage 
quite differently the probability. I think it will occur only rarely.” 

Professor Knox of Queen’s University, who gave evidence in Novem- 
ber, 1937, also made certain assumptions as the basis of his conclusion. 
They were as follows: 


“I make three assumptions for the rest of this discussion: first, 
that there will be peace or at least a lively prospect thereof; second, 
that the capitalistic system will stay sufficiently a system of private 
property and free enterprise to make it possible for us to use 
economics as a basis for prediction; and, thirdly, which is implied 
in the second, that the volume of governmental control, whatever 
it may be a hundred years from now or even fifty or twenty-five 
years from now, will not increase very rapidly over the next decade, 
with which we are now concerned” (evidence p. 13709). 
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With these assumptions in mind his views are expressed as follows: 


: “My point is that when the demand for food products revives 
in these countries, the rents demanded for land and the alternative 
returns to the farmer in other forms of agriculture will tend to cause 
a shrinkage in the European production of wheat. It would be 
against all reason and experience to assume that land and labour 
will be retained in wheat production if alternative and more 
remunerative employment are available. 

“Granting then a period of relative stability in international 
economic relations and the continuance of recovery, there is good 
ground for the view that the world demand for wheat will revive 
and that overseas countries will be in a position to supply the larger 
part of the increased demand. It is to be borne in mind, of course, 
that a larger fraction of the world’s total production of all sorts of 
commodities will be marketed in the country of origin than has 
hitherto been the case. It is probable also that production of food 
products will become relatively less important as the rate of popula- 
tion increase in western countries declines. But unless one is very 
pessimistic about the stability of the economic system in the western 
world or fearful of political disturbance on a large scale, there would 
seem to be no warrant for the conclusion that the economic revival 
will be so modest as to leave the producer of wheat in overseas coun- 
tries in the sorry plight of recent years.” (Evidence pp. 13738-9.) 


- Mr. Andrew Cairns, Secretary of the world organization known as 
the Wheat Advisory Committee, who appeared in London in July, 1937, 
gave the following view: 


“Our principal conclusion from the foregoing analysis is that 
during the next few years the average annual world demand for 
imported wheat is unlikely to exceed 575 million bushels.” (Evidence 
p. 9809.) 


This conclusion was based on four definite assumptions with regard to 
maintenance of acreage, production, stocks and consumption in importing 
countries. 

Turning particularly to Canada’s share for imported wheat, Mr. Cairns 
said: 

7 “Leaving aside the question of what future wheat policy the 
United States is likely to adopt, there appear to be no good reasons 
for supposing that Canada’s competitive position as an exporter 
of wheat will be strengthened in the near future, nor that the posi- 
tion of any of her principal competitors will be appreciably weak- 
ened.” (Evidence p. 9812.) 

“Tt appears reasonable to anticipate that in the next few years 
Canada should enjoy a share of total world exports not far short of 
her 1922-23—1936-37 average of 36-2 per cent.” (Evidence p. 9814.) 
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Mr. Cairns then went on to calculate Canada’s share of world trade 
in the next few years at about 208 million bushels, using the above assump- 
tions that he regarded as “rather optimistic.” He calculated the wheat 
acreage of exporting countries “in excess of what would produce sufficient 
to meet demand” at 36 million acres and Canada’s excess at 7-4 million 
acres of the 1936 acreage of 25-4 million acres. 

The judgment of the Food Research Institute of Stanford University, 
California, is given in Wheat Studies, Vol. XIII, No. 4, December, 1936, 
at pages 202 and 203. 


“Tn any event, it seems improbable that, over the next five or 
six years, economic forces will be permitted to operate as freely 
as in the eight years preceding the great depression. Narrowly 
nationalistic views still dominate wheat policies in various countries. 
Even if there should be relaxations of extreme control measures as 
depression gives way to something that may be called prosperity, 
abandonment of recent policies can hardly take place rapidly and 
may be more or less limited.” 

“Government measures in many countries are operating both 
to maintain or increase wheat acreage, and to restrict wheat utiliza- 
tion for food; and these measures have been heavily responsible for 
the obstinate persistence of world wheat surplus. For the time being, 
nature has at last caused surplus stocks to vanish. But if the con- 
ditions above mentioned persist, even in less extreme form, recovery 
and improvement of yields on a swollen acreage may again result 
in wheat crops in excess of what the markets will absorb under the 
handicaps imposed on human consumption of wheat in Europe.” 


J. H. Shollenberger, writing in September, 1936 (“ Wheat Require- 
ments in Europe,” Technical Bulletin No. 535 of the United States Depart- 
ment of Agriculture, Ex. No. 679, pages 44 and 45), reached the follow- 
ing general conclusions regarding factors affecting the future European 
demand for wheat: 


“Considered from the standpoint of long-time trends, wheat 
will some day become the principal and predominating grain for use 
in the production of bread in practically all European countries. 

“Wheat production in most western and central European 
countries has increased during recent years beyond the upper limits 
of the market requirements for wheat of the kind and quality grown 
in these countries. This situation has resulted in a deterioration in 
the quality of the common breads. 

“With any improvement in economic conditions or in the 
political situation which will permit ’a slackening in present restric- 
tions on the use of foreign wheat, there will be a tendency in some 
of the countries for wheat production to decrease because in most 
of them the domestic crop is of a lower quality than is desired for 
bread-making purposes. Except in the Danube Basin and the 
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Union of Soviet Socialist Republics, European wheat are pre- 
dominantly weak in quality and need the admixture of a considerable 
quantity of high-protein foreign wheat in order to produce a flour 
from which bread of satisfactory quality can be made. 

“Much work is being done in most of the European countries 
to improve the quality of domestic wheat. Some improvement has 
been made and more will follow, but on account of unfavourable 
climatic conditions it is doubtful whether western European countries 
can ever reach a self-sufficiency status as regards quality. 

“The author is of the opinion that in nearly all European 
countries the consumption of bread is declining and that in many 
of them, particularly those that have a low standard of living, the 
extent of the decline in future years is likely to be considerable, 
depending on what progress is made in raising the standard of living. 
Increases in bread consumption are likely to occur only in one or 
two sections where living standards at present are little above a 
starvation basis. Even then the increases will come only through 
an improvement in living standards which, if improved beyond a 
certain point, will in turn probably result in a decline in bread 
consumption. Among the countries possibly only in Great Britain 
has bread consumption reached that stage in its development 
approaching stabilization. 

“The quality requirements for foreign wheat in HKuropean 
markets will tend toward higher levels in the future. In other words, 
the demand for strong-quality wheats will be even more insistent 
than in the past, with the result that price differences on account 
of quality will be more marked. The change to mechanized bread 
production now taking place in many sections will certainly bring 
about an increased demand for stronger wheats. In the case of 
machine-produced breads, the baking procedure used cannot be 
altered to nearly so great an extent or so readily as in the case 
of hand methods of baking; consequently, the flour used must be 
more uniform in quality and of greater gluten strength in order to 
stand more mistreatment than formerly. It is generally conceded 
by European millers and bakers that of the wheats of the world 
North American high-protein-content hard wheats possess the 
greatest degree of dependability in baking and therefore are given 
preference over all others. 

“Most of the countries have sufficient or more than sufficient 
milling capacity for domestic needs. The governments of the few 
non self-sufficient countries, through discriminatory measures against 
imports of flour and by encouragement and assistance given to home 
industry, are rapidly increasing their respective capacities to the 
point that in the near future the import demand for flour will be 


practically negligible.” 
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IMPORTANCE OF QUALITY 


Although Mr. Shollenberger’s remarks are not altogether optimistic on 
the question of a possible increased import demand in Europe, it is 
interesting to note the stress he lays upon the importance of the element 
of quality. 

In his view, while total imports may decrease, the import demand 
will become more insistent for strong-quality wheat, the kind Western 
Canada is eminently fitted to furnish, and such wheat is likely in the 
future to command a price premium even higher than that now prevailing. 
If Mr. Shollenberger is right, the necessity for the preservation of the 
quality of our product is all the more essential to the success of our 
marketing. 


Mr. McFaruann’s VIEWS 


While Mr. McFarland was General Manager of the Pool’s Central 
Selling Agency he became convinced that the exporting countries were 
suffering from an over-production of wheat. He expressed this view 
several times in his annual reports. On the last of these occasions 
(November 1934), he said: 


“An abundant farm reserve of feed grains would contribute a 
large measure of comfort and prosperity to every farmer, and, there- 
fore, an increase in seeded acreage of oats, barley and flax, and a 
further decrease in wheat acreage, should be the agricultural policy 
of this country.” (Saskatchewan Co-operative Wheat Producers 
Ltd., Tenth Annual Report p. 65.) 


When giving evidence in Calgary in May 1937, Mr. McFarland was 
questioned on this statement and other statements of similar import which 
he had made from time to time, and he expressed himself as still being of 
the same opinion. The following questions and answers are of interest: 


“Q. And therefore the view which you expressed, as to still 
being of the opinion which was set out in the passages which Mr. 
Pitblado read really takes effect, does it not, and you feel with those 
conditions facing us, possibly, control of production has to be faced. 
Do I understand that to be your position? 

A. It is possible it will have to be. 

“Q. Given this prophecy being correct and given the fact that 
your view was that if that prophecy is correct control of production 
has to take place, then it does seem inevitable that your view is 
that we will have to have some steps towards control of production? 

A. I think it may come, and we must remember in that con- 
nection the production of quality. 

“Q. That whereas there may be some control of volume, some 
reduction in volume, there might be an improvement in quality? 
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A. I think our big hope for the future for the marketing of 
wheat at a price which will let the farmer live depends upon quality 
as much as anything else.” (Evidence pp. 7628-9.) 


It is interesting to note that here Mr. McFarland joins Mr. Shollen- 
berger in the opinion that the quality of the wheat we have to offer in the 
overseas market will become an increasingly important factor. 


IMPORTANCE OF PRICE 


But while the element of quality is important, and constitutes a 
decided advantage for Canada, its importance must not be exaggerated 
to the point of losing sight of the element of price. Notwithstanding 
superior quality, the consumption of our wheat declines when the price 
margin between it and other wheats grows too wide. We experienced this 
in 1929-30 and again during the stabilization period. There is the case 
of Scotland, where the bread commonly used is made from flour containing 
from 85 per cent to 100 per cent Canadian wheat, and where an excessive 
price might be endured for some time. But the population of Scotland is, 
unfortunately, only 5 millions. In England, the proportion of our wheat 
used declines promptly as the price rises over a reasonable margin between 
it and (usually), the price of Argentine wheat, and falls sometimes to as 
low a figure as 15 per cent. In fact during periods in recent years when 
our Winnipeg prices were considerably out-of-line with Liverpool, one 
very large milling concern in the North of England used no Canadian 
wheat at all. Such incidents create serious difficulties which last long after 
their immediate cause has disappeared. The injury done to what I may 
eall our trading reputation takes time to repair. On the Continent, millers 
simply do without our wheat when the price becomes relatively too high. 
In all these cases, new connections are formed, new grinding and baking 
mixtures are resorted to, and the result is detrimental to our long-run 
interests. Everywhere, in the United Kingdom and on the Continent, the 
truth was brought home to us in almost the same terms: our wheat is 
grown for export and must compete with other wheats in a market which 
has become much restricted; the buyer has the choice in these circum- 
stances; he can turn to other wheats. The seller has no alternative. 
Sentiment has nothing to do with the business of buying wheat, what 
counts is the price relationship of our wheat to other wheats. And what is 
looked upon with more disfavour than anything else, in the light of recent 
experience, is the idea of the establishment of a government monopoly in 
a producing country, whose object might be suspected to be to exact high 
prices, perhaps by withholding supplies in times of scarcity. There is no 
doubt whatever that among millers, merchants, importers of all classes 
and in every country the feeling on these points was practically unanimous, 
Only in one instance was the idea of a government selling monopoly 
received with some favour, but then only on the condition that the con- 
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sumers be represented on it and that its avowed policy be to sell freely 
at world prices. And again as an instance of government intervention that 
did no harm,.the case was mentioned to us of the Argentine government 
which, in the year 1933, bought the crop outright from the producers at 
the equivalent of 53 cents a bushel and resold it promptly and freely for 
export, at world prices, taking a loss on the transaction but refusing to 
alienate buyers by asking for a higher price or withholding supplies in the 
hope of a rise. And I have already said that the actions of the present 
Canadian Wheat Board were referred to with approval because it liquidated 
stocks within a reasonable time at current market prices. 


Tue Unirep States AND CANADA 


So once again I think it is useful to point out the difference which exists 
between Canada and the United States in the matter of government 
assistance to wheat producers. It is pertinent to the subject last mentioned. 

In the United States the domestic market is the important one. In 
years of average crops (using the last 10 years to arrive at this average) 
it consumes 90-5 per cent of the production, leaving only 9-5 per cent to 
seek foreign markets. And it is, of course, to the producer’s advantage 
that this domestic price can be controlled on occasion by the action of 
government boards: competition by foreign wheats is excluded and the 
American miller and other consumers must pay this domestic price. The 
question of the exportable surplus is of minor importance. In Canada the 
situation is reversed. We are more nearly in the position of the Argentine. 
During the last ten years we have exported annually, on the average, 61:8 
per cent of our production. Our dependence is mainly upon export markets. 
And in those markets we must compete with active sellers who seek no 
favours from the overseas buyers. If ever again circumstances should 
induce the Government of Canada to intervene in wheat marketing by 
paying the producer a price in excess of world prices, no attempt should 
be made to enforce that excessive price overseas, that is, to pass the 
burden of our relief to the producer on to the overseas buyer. He will not 
accept the burden. And in the long run all attempts to pass it on, by 
withholding supplies or otherwise, will prove detrimental to the producers 
themselves, because it will again indispose buyers towards Canadian wheat. 


SITUATION IN OversEAS MARKETS 


The preceding pages of this chapter deal sufficiently, I think, for 
present purposes, with the question of the capacity of the overseas market, 
the competitive features which characterize it, and the conditions under 
which our wheat should be offered to it in respect to quality and price. 
It will now be in order to examine the market itself a little more ciosely 
to see how it is at present constituted, beginning with the case of the 
United Kingdom. 
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I may say here parenthetically, as a reminder to those concerned, 
that all the matters now being considered have to do directly with the 
problem of the retention and the extension of our markets and, as ancil- 
lary to the solution of this problem, with the question of the system of 
marketing to be recommended for the future. This last question, which I 
have called an ancillary one, is indeed perplexing; and this is the place to 
say so, before I resume the subject immediately under discussion. Changes 
in and around the grain trade take place so suddenly and drastically that 
it is difficult to have the feeling that one is dealing with anything finally. 
As an example of the recognized uncertainty of the problems involved, 
the following statement made by a witness in London may be quoted: 


“T am a member of a firm which has been for 99 years in the 
grain trade, although I have been only 27 years in the trade. 
During that 99 years the trade has had to be carried on according 
to circumstances. I think it was Mr. Coyne who said that you 
wanted to find out once and for all the best way of marketing 
Canadian wheat. You cannot find out anything once and for all; 
at least, I do not think so. If you look back at the history of the 
grain trade, you will find that it has to change with changed 
circumstances.” 


About 19380 it looked to the British importer as if all freedom in the 
movement of wheat into the United Kingdom was fast coming to an end. 
Books were written poiniing out the impending annihilation of the United 
Kingdom grain merchant mainly through the centralized selling going on, 
and apparently increasing in strength, in exporting countries. Particular 
reference was made, in this respect, to the action of the United States 
Farm Board and to that of the Canadian Pools; and a little later came 
Canadian stabilization. To-day all these factors have disappeared and the 
British grain trade has survived. The fact is that there are less traders 
in imported wheat than there were before the war or even say 15 years 
ago, but those now in the business are active and they handle practically 
all of the wheat used by the British millers, excepting the Co-operative 
Wholesale Societies, milling about 22 per cent of the flour milled in the 
United Kingdom, which do their own buying. 


CoNCENTRATION OF THE BritisH Mriuine INDUSTRY AND SUGGESTED 
COMBINE 


As to the position of the milling industry in the United Kingdom, I 
cannot do better than quote from an article in Wheat Studies, Vol. IX, 
No. 9, pp. 319-20: | 

“nee the war the industry has become heavily concentrated 
in the hands of a few large concerns, notably Joseph Rank, Ltd. 
(which recently bought control of the Associated London Flour 
Mills, Ltd.), Spillers, Ltd., and the Co-operative Wholesale Society. 
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These three companies probably control at least two-thirds of the 
flour-milling capacity of the Kingdom. Furthermore, with the 
exception of the Co-operative Wholesale Society, which produces 
some 20 per cent of the national output of flour, practically the entire 
industry is operating under a ‘rationalization scheme.’ This was 
adopted in September, 1929, to cope with the depressed and dis- 
turbed condition from which the industry suffered for years after 
its release from government control in 1921. The avowed cbjective 
is to reduce costs of manufacture and delivery, and to eliminate 
superfluous milling capacity. ... Competition from British 
mills outside the Association and from imported flour alone pre- 
vent the Association from constituting a complete monopoly. The 
scheme is working to the general satisfaction of the millers, and is 
credited with having brought the industry out of poverty ito pros- 
perity. Such concentration and ‘rationalization’ not only do not 
offend British sensibilities, but seem to be regarded as sound business 
developments.” 


This concentration of the British milling industry and the decline 
which has taken place since the War in business between British grain 
merchants and Continental importers are probably the principal causes of 
the reduction in the number of these merchants and the concentration of 
their business in the hands of fewer firms. 

This concentration is aiso responsible, I think, for the fact that over- 
seas buying of Canadian wheat is not as continuous as formerly, but is 
more intermittent, larger orders with longer intervals between having 
taken the place of the more regular smaller-unit buying which went on 
when there were more mills and more traders. 

The concentration of the milling industry in the United Kingdom led 
to the belief, in certain quarters, that the millers had combined in the 
buying of their wheat and that they did this buying by direct dealing with 
exporters in Canada and other countries, to the exclusion of the British 
grain trade. Statements to this effect have appeared from time to time. 
Both these points are important. They are of immediate interest to the 
Canadian producer, and they have a direct bearing on the problem of our 
marketing. Consequently care was taken to see that the best possible 
evidence was secured with a view to arriving at the true situation. 

At a conference held in London with a number of gentlemen engaged 
in the business of milling, merchandising and importing grain the matters 
involved were discussed at length; questions were put pointedly and brought 
positive answers. As a result I am convinced that there is no buyers’ 
combine in the United Kingdom and no direct dealing by the millers to 
the elimination of the grain trade. 

On the first point I quote from the record certain statements that were 
made: 
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“Q. Has anybody else any other question to raise? 

A. I have got one question I want to ask his Lordship. In 
Mr. ——_———’s evidence, which I have had the privilege of reading, 
I have seen that he has stated that he considers that there is a 
definite arrangement among the millers in the United Kingdom for 
co-ordinated buying. I think the members of this committes would 
like just to raise that question with you. For my own part, I 
would like to say that there is no evidence of it at all. I would 
just like to ask Mr. (a prominent miller present) if he would 
say something about it. 

(Mr. —_——_): All I have got to say, my Lord, is this. I 
have heard it said, as has just been stated, that there was a 
suggestion that we, in common with other people, had an arrange- 
ment for buying our wheats together. My reply, which I know you 
will accept, is an absolute blank denial that there is any Association, 
or suspicion of Association, or collaboration even. If it was stated 
(I do not know that it was), it is absolutely untrue. 

Q. Of course, I have heard Mr. —_———’s evidence; I have not 
read it since. The impression ieft upon my mind was, that it was 
more of a feeling he had that such a thing was going on. Is that 
not right? 

A. That is right. 

Q. It was a feeling he had. For instance, he said, you will find 
that Spillers Company are just doing about the same thing as 
Ranks, and there must be some understanding? 

A. I thought it ought to be cleared up, and it ought to be 
denied for the benefit of the trade as a whole.” 


The above statements are confirmed by all others, millers, merchants, 
who spoke with a knowledge of the situation, including the repre- 


sentatives of the Incorporated Association of British and Irish Millers with 
whom a conference was held, as will appear later. 


On the second point, that of direct buying by the millers, the follow- 


ing quotation from the record will suffice: 


“Q, What we are trying to do is to see really what part is played 
by the grain trade—the grain merchant. It has been repeatedly 
said to us as regards the grain merchant, on account of the situa- 
tion which has developed in the last 7 or 8 years, his activities have 
eradually got less. I notice your answer to that is that his activi- 
ties are not less, but perhaps the volume of trade is less? 

A. We have an answer to that later on. 

Q. The number is less? 

A. The number is less. 

Q. There is more concentration? 
A. Yes. 
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Q. What we are trying to do is to check that with the amount 
imported by those whom we call purely merchants; we wondered 
if that was possible? 

A. I would say the only broad answer you could give to that 
is that, with the exception of the Co-operative Wholesale Society, 
every ounce of Canadian wheat passes through a merchant either 
Canadian or European. 

Q. Except that the miller imports direct, does he not? 

A. No. 

A. Is the suggestion that the miller in the United Kingdom 
imports his wheat direct from Canada, without the office of inter- 
mediaries? 

Q. That was my suggestion. 

A. It has been suggested? 

Q. Yes. 

A. It is categorically wrong. We do not know the details of 
the operation, but it has been suggested (I have no facts to prove 
it even) that the wholesale co-operatives (you know more about it 
than we do) do import a certain amount of wheat which they pur- 
chase over there. It has been stated also that they own farms on 
which they grow some of the wheat. It may be; I do not know; 
but, speaking on behalf of millers generally, they do not buy any 
wheat direct from Canada. They buy it all through the good offices 
of intermediaries, either agents for Canadian sellers or firms like the 
firm that Mr. —_——— represents, and so on and go on. 

Q. You are a miller yourself, are you? 

A. I am a miller. 

Q. We think of a Canadian exporter sending an overnight cable 
to a miller. That is what I have in my mind; the miller wiring 
back accepting? 

A. I do not think there is such a thing; no, definitely. I think 
if there were, we should know, do you not think so, Mr. —? 

A. Yes.” (Evidence pp. 10103-10105.) 


This evidence is in agreement with what was said to us by the 
Canadian exporters in Winnipeg. 

It has already been noted that the English and the Scottish 
Co-operative Societies have their own buying agencies with offices in 
Canada. 


Futures TRADING AND PRICES 


Every effort was made in Great Britain, as well as on the continent, 
to obtain evidence on the use made by millers and traders of the futures 
market and particularly of the facilities of the Winnipeg Grain Exchange, 
as well as the views of all concerned upon the value of our present system 
and the question of proposed changes. 
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. At a conference with members of the Incorporated Association of 
British_and Irish Millers, comprising 95 per cent of the milling capacity 
of Great Britain and Northern Ireland, these questions were discussed at 
length. All the large British milling companies had representatives at 
this conference with the exception of the two Co-operative Societies, who 
belong to the Association but who were interviewed separately at a later 
time. 

The following points, taken from notes made at the conference, 
summarize the desires and the views of those present in respect to trading 
in Canadian wheat: 


(1) The millers desire above all an absolutely free market in all 
respects. 

(2) The grain trade cannot be carried on«without a futures market 
somewhere, and if Winnipeg were closed some other market would 
have to be used. 

(3) Millers find Winnipeg the best place to hedge. Liverpool is 
rarely a good hedge for Canadian wheat; the Liverpool option is 
usually an Argentine or Australian option. 
If Winnipeg were closed, millers would use Liverpool ‘but this 
would be inconvenient for the Canadian business. Obstacles would 
be placed in the way of Canadian wheat, sales would decline, 
and Canadian wheat prices would be depressed. 
(5) To meet competition from foreign flours in the United Kingdom, 
millers must buy Canadian wheat at world prices, otherwise they 
cannot use it. At the present time they must use about 25 per 
cent of Canadian wheat for their grist and for that small portion 
they sometimes pay what looks like too high a price; but they 
will not pay this high price for more than this 25 per cent. 

Stabilization measures in their last few years held the price of 

Canadian wheat too high and did not help goodwill for it. Millers 

at times “ shopped around ” to buy anything rather than Canadian 

wheat. Fair prices are by far the most important factor in 

“ goodwill.” 


(4 


— 


(6 
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I come now to the two Co-operative Wholesale Societies which belong 
to the Incorporated Association of British and Irish Millers, but were not 
represented at the conference held with that body. 

I shall first take the Scottish Co-operative. Mr. David Muir, its 
commercial manager, was interviewed at Glasgow. This Society is one of 
our best customers. It uses annually 4 million bushels of Canadian wheat, 
which is 70 per cent of its total milling. The remaining 30 per cent is 
made up of Scottish, Australian and Continental wheats. The Society 
does its buying through its own office in Winnipeg. This office buys from 
elevator companies and from Canadian exporters. The Society also owns 
about 15 country elevators in Manitoba and Saskatchewan. The Society’s 
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practice is to hedge all its purchases. It hedges in Winnipeg only. Mr. 
Muir said, 


“T would be sorry if the futures market were discontinued in 
Winnipeg, for two reasons: I require the futures market for my 
own purchases of wheat here, and as elevator owners we require the 
futures market for hedging our purchases of wheat from the farms.” 


He does not like the Liverpool market for hedging Canadian wheat. 

The English Co-operative Wholesale Society is another good customer 
of ours, although I regret I am unable to state here the quantity of our 
wheat it uses annually as I have done in the case of the Scottish Co- 
operative. Mr. James McFadyen J.P., a director of the Society, and Mr. 
A. C. Bracey, Manager of the Society’s Central Grain Agency, were inter- 
viewed in Liverpool. The Society hedges in the Winnipeg futures market, 
but these gentlemen took pains to make it clear that they do so only as a 
method of insurance, that they would prefer some other method, if a 
practicable one could be found, and that they never use the futures market 
for purposes of speculation. As they said: 


“Tn other words, when we are dealing with options, it is 
purely a matter of insurance and that alone. ... We have con- 
sidered from time to time (and it is possible that we may take that 
step in the future) the advisability of cutting out altogether dealing 
in options; but in order to do that, it would be necessary for us, 
because of the extent of our operations, to build up a fairly heavy 
reserve fund ... as insurance, .. . instead of the hedging insurance.” 
(Evidence pp. 10481-82.) 


They hedge all Canadian grain in Winnipeg, but they thought that, 
if Winnipeg were closed they could do their hedging satisfactorily in 
Liverpool or London. They thought that the closing of Winnipeg 


“would make Liverpool broader and more representative of the 
true value of wheat.” 


As to the necessity of keeping Canadian prices in line with other 
wheat prices they said: 


“At one time your price went so very much out of line that 
some millers in this country were not using any Manitoba wheat 
at all and some were using 5 per cent to 10 per cent, or, at the 
utmost, 15 per cent. 

“Q. What did they use to get strength? 

“A. They educated the people of the country to do without it.” 


It was at this interview that the idea, to which I have already referred, 
was suggested of a wheat selling board handling all the Canadian crop, 
but with consumer representation on the board. However, the examples 
mentioned of the success of similar organizations had to do with British 
boards handling commodities for sale on the domestic market without 
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competition and not for export. The apparent difficulty would be to apply 
a@ similar principle to a commodity offered in several different export 
markets on a basis of competition with sellers from other producing 
countries. 

The foregoing summary covers mills which form by far the larger 
part of the total British milling industry. We were told that among the 
smaller millers who comprise about 20 per cent of the industry very 
little hedging is done, that these millers buy their wheat from the merchants 
as they require it for immediate use. 

The merchants (who supply the millers) hedge extensively and find 


it necessary to do so. Winnipeg is their usual hedging market for Canadian 
wheat. 


Views or BritisH Grain TRADE 


Before leaving this subject of the characteristics of the grain trade 
in the United Kingdom and the relations which exist there between 
merchants and millers, and Canadian and British traders, and the use 
made of futures trading facilities, I think it well to reproduce here the 
questions addressed to the gentlemen present at the conference already 
referred to and the answers to these questions. This questionnaire was 
submitted to these gentlemen some time before the holding of the con- 
ference to which I have referred, where, among other things, the subject of 
a reputed millers’ purchasing combine, was dealt with, and it formed the 
basis of the discussion which took place at the conference. It gives an 
interesting and succinct description of the organization and mode of 
operation of the British grain trade and the views of those present on many 
of the questions submitted to me for inquiry in this Commission: 


Question 1. General description of the organization and manner of opera- 
tion of trade in Grain and Grain products in the British Isles, 
indicating the functions of the various branches of the trade and the 
part played by corn exchanges, corn trade associations and their 
constituent associations and members. 


Answer: Trade in the Grain Markets of the United Kingdom is carried 
on by Shippers, Shippers Representatives, Merchants, International 
and local Brokers, Factors with inland milling connections, and 
Millers, all of whom are members of one or more of the Corn Trade 
Associations established at the different importing centres. 

These organizations are conducted independently but work in 
unison through the National Federation of Corn Trade Associations 
which consists of the London, Liverpool, Bristol, Hull, Glasgow 
and Leith Corn Trade Associations, the Irish Corn Trade Associa- 
tion, the National Association of Corn and Agricultural Merchants, 
and the Incorporated National Association of British and. Irish 
Millers. They have their own rules, regulations and by-laws, 
relating to trade and arbitrations. 
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The London and Liverpool Associations’ “ Futures’ Markets, 
which provide a means of insurance against price fluctuations, are 
of incalculable value in maintaining the steady flow of grain to the 
U.K. In addition to the Port Markets, there are numerous country 
markets in inland centres which meet once or twice weekly. 

Grain having been imported, is either immediately—(1) housed 
in the waterside premises of Millers or (2) is transported from the 
ocean-going vessel by coaster, barge, rail or road, either (a) to mills 
not equipped with water berths, or (b) to storages at docks, or 
(c) inland to the premises of millers, up-country merchants or 
dealers. 

Importers are Merchants and Millers. Merchants are in some 
cases branch houses of Shippers resident abroad. The business of 
a Dealer or Factor is the distribution of grain in retail quantities. 
Brokers act also on behalf of Shippers, Merchants and Millers, in 
buying or selling wheat. Merchants also frequently have a broker- 
age business in addition to merchanting business. 

The Corn Trade Associations have recognized contracts for 
trade in Grain, on CIF—shipment and delivery—or spot terms— 
and in the case of London and Liverpool Associations on terms for 
“future” delivery. London CIF contracts are very largely used 
for trade to the continent. 

The London Corn Trade Association is responsible for making 
up F.A.Q. standards of grains, other than Canadian. 

It is the function of the Association to protect members whose 
interests are parallel and conflicting, and therefore, in producing 
contracts upon which business is done, draw up forms designed to 
give fair treatment to all interests. The Associations also are 
responsible for the conduct of arbitrations. 


Question 1. (a) General description of the organization, functions and 
operations of the corn exchanges, both cash and futures. 


Answer: The control of Exchanges and the conduct of their members is 
in the jurisdiction of Boards of Directors elected by the members. 


Question 1. (b) Purposes for which these exchanges are used by importers, 
millers and others in the grain trade. 


Answer: As a meeting place for members, for the exchange of informa- 
tion about international prices, crops, and movements of vessels, and — 
general discussion on all matters affecting the Grain Trade. Ship- 
pers, Merchants, Millers, etc., meet and trade on all terms. 


Question 1. (c) To what extent, and for what purposes the facilities of 
the Winnipeg market are regarded as useful to the trade in the 
British Isles. 
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Answer: The Winnipeg market acts as a common centre for the Grain 
Trade of Western Canada, providing a daily guide to the price of 
Canadian wheat reiative to other descriptions. 

Without this market, trading in Canadian Grain would be 
seriously handicapped. 

It offers a convenient place (1) to hedge purchases of Canadian 
Wheat or (2) a means for covering forward sales of flour when the 
required grade of Canadian wheat cannot be immediately obtained. 


Question 1. (d) Whether purchases of Canadian Cash Grain are cener- 
ally hedged in Winnipeg or on this side, or whether there 1s any 
general practice as to which exchange is used. 


Answer: There is no general practice, the hedging of Canadian Grain 
depending entirely upon the Canadian price being competitive with 
the world’s values. 


Question 1. (e) The general practice, if any, for determining the event 
in which the future will be bought in when purchases of Cash 
Wheat are hedged by sales of futures. 


Answer: There is no general practice as to when the Futures will be 
bought in. It is generally done when the Cash Wheat is sold as 
Wheat (or in the case of a Miller, as flour) but it is possible the 
hedge may be transferred from one market to another before the 
Cash Grain is sold. It largely depends upon the opinion of the 
trader as to the relative values of the hedging markets of the 
World. 


Question 1. (f) The circumstances under which such sales of futures, 
when made in Winnipeg, may subsequently be transferred to some 
exchange on this side. 


Answer: The date of transfer to some other exchange depends entirely 
upon the market view taken by the owner of the hedge and the 
relationship of the price of Canadian wheat to other wheats. 


Question 1. (g) What views are held regarding the effect of the sale of 
Canadian Wheat in the British Isles in case the Winnipeg futures 
market, should cease to operate, as has been advocated by some of 
those who have made submissions to the Commission in Canada. 


Answer: The closing of the Winnipeg Futures Market would have a 
detrimental effect upon the volume of Canadian grain business. 
The closing price of the Winnipeg Market is the basis of all 
calculations which are made for offering wheat throughout Europe 

the following morning. pies 
Further, the Winnipeg Futures Market is in the main, the 
market in which hedges on Canadian Wheat are carried, The only 
exceptions are when other hedging markets seem relatively high in 
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relation to the crop prospects and/or actual crops but, broadly, 
Winnipeg is the hedge used for Canadian wheat in whatever position 
the wheat may be being carried. 

It would certainly make the business of all export houses and 
U.K. merchants dealing in Canadian Wheat very hazardous and, 
therefore, tend to limit dealings. 

It would seem obvious if the Winnipeg Market were closed the 
exporter would have to look for a definite and considerable margin 
to cover the additional risks involved. 

It is our considered opinion that the average daily price at which 
Canadian wheat is sold in Europe is lower than the average daily 
price registered in the Winnipeg Market indicating that the Canadian 
grower by the existing system is getting a higher price than the 
c.i.f. parity of the same day. In other words, his wheat is marketed 
in the consuming countries without any charge to him. 


Question 1. (h) The extent to which speculative interests participate 
in the trading on futures markets of the British Isles compared with 
those of Winnipeg and Chicago. 


Answer: No data available. 


Question 1. (1) The conditions under which Winnipeg prices have, in 
the past, become “ out of line” (i.e. relatively high) with Liverpool 
prices, and how these conditions may be controlled. 


Answer: In consequence of the operations of the Canadian Pool, and 
subsequently the Government Price Supporting Agency, Canadian 
wheats were held at an extortionate price compared with other 
descriptions. Canadian Wheats are still popular with U.K. Buyers 
but find competition from other Exporters when the Crops of such 
exporting countries move freely. At times Winnipeg prices are bound 
to be influenced by the domestic situation with the resultant effect 
upon the volume of business done, while the U.K. market is of a more 
international character. 


Question 1. (j) How are prices of Canadian Wheat arrived at on the 
cash markets of the British Isles in relation to the price in the 
futures markets. 


Answer: ‘The answer is supply and demand. The price of Canadian Wheat 
in the U.K. depending entirely on the supply of competitive wheats, 
and on what Wheats are available for delivery on our Futures 
Contract. 


Question 1. (k) The grades of Canadian Wheat which are deliverable 


under futures contracts on the exchanges of the British Isles and the 
conditions governing premiums and discounts between grades and 


types. 
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Answer: In Liverpool, Canadian Wheat is deliverable and graded in 
accordance with the terms of the Liverpool Futures contract, the 
Dominion grade given to the Wheat in Canada is not disclosed to 
the Grading Committee in Liverpool, deliveries being on an ex-store 
basis. “Futures” trading encourages storage of wheat, that port 
being well equipped owing to the economic situation of the ware- 
houses. 

In London the contract grade is No. 3 Northern Manitoba 
Wheat on a c.i.f. basis with the right to tender Nos. 1 and 2 at stated 
price premiums, and No. 4 at a stated price discount. 


Question 1. (l) Whether the activities of the Merchant importers or 
their number has lessened in the past ten or fifteen years; if so, what 
views are held as to the causes for same, and as to the effect of such 
lessened activities on the sale of Canadian grain. 


Answer: Whilst the activities of the Merchants and importers have not 
decreased their number has lessened and the business become more 
concentrated. Judgment and commercial knowledge is of little value 
so long as there is Government interference, and the ever present 
fear of still further interference tends to prejudice trade. 


Question 1. (m) What part the grain trade in the British Isles plays in 
the sale of Canadian grain in continental and other markets outside 
the British Isles. 


Answer: The grain trade of the U.K. participates at present only to a 
moderate extent in the sales of Canadian Grain in Continental and 
other Markets, but this position would likely be considerably modified 
if and when a stability of exchange rates is established. 


Question 2. What views are held regarding the effect on the sale of 
Canadian wheat of the four main methods of marketing which 
(either separately or in conjunction) have been from time to time 
in operation in Canada, namely: 

(a) The open market or competitive system. 
(b) Wheat Pools. 

(c) Government price supporting agencies. 
(d) Government grain marketing boards. 

Answer: (a) The open market or competitive system, maintained a free 
flow of exports from Canada, and owing to very active com- 
petition among Traders the spread between producers’ and 
consumers’ prices was minimized. Owing to the “ Futures ”’ 
markets the “hedging” system also permitted the export and 
import of Canadian wheat at a minimized risk and cost. 

The competitive system ensured that Canadian Wheat would at 


all times find its saleable level in international trade, enabling 
Traders to plan ahead. A free market is essential to U.K. Millers 


170 © 


in order that they may meet competition of overseas exporters of 

flour. 

(b) The policy which the Wheat Pools adopted placed them in 
financial difficulties as holders of “un-hedged” wheat. They 
adopted a dictatorial attitude towards the Grain Trade, forget- 
ting that such action might, and in fact did, alienate sympathy 
and customers. 

The policy of retaining un-sold and “un-hedged” wheat in store 
proved disastrous. The accumulations depressed the world’s markets 
as the Canadian price was not competitive, causing Millers to 
reduce their purchases of Canadian wheat to a minimum, 

The Pool’s belief that the World could not do without Canadian 
wheat proved incorrect, nor did repeated demands for the closing 
of the Winnipeg “Futures” Market tend to improve the sale of Cana- 
dian wheat. 

Their policy ran counter to commercial practice. It is well 
known that Traders must frequently revise their views with regard 
to prices and outlook, and that trade can be carried on successfully 
only on the footing of compromise and adjustment. 

(c) Almost without exception, Government interference has ulti- 
mately depressed prices in international trade. Supply and 
demand must, in the long run, defeat artificial methods. 

(d) The present Canadian Wheat Board has acted on Commercial 
lines in friendly collaboration with the Trade. They have suc- 
ceeded in selling the last Board’s burdensome surplus which 
has overshadowed the markets for several years. 

It is our view that the open and competitive system is the only 
sound method of marketing as is evidenced by the fact that Canada 
suffered severely through the attempted exploitation of European 
buyers. 

Wheat, like water, follows the line of least resistance, finding 
its own level. Anything in the way of artificial control usually 
results in failure so far as international trade is concerned. Any 
action taken to prevent the consumer obtaining the supplies he 
requires drives him to seek his wants elsewhere. 


Question 3. The salient features of the present situation affecting inter- 
national trade in wheat and the prospective conditions likely to 
affect world demand and supply. 


Answer: The fear of war and the restriction of Commercial Exchanges 
with Government controlled currencies causing wheat to be grown 
where it is uneconomic. High tariffs, quotas, subsidies, and obstruc- 
tions to trade remain. 


Question 4. Any views held regarding the cause of the decline in recent 
years of exports of Canadian grain, having particularly in mind 
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any controllable causes and measures which might be taken for their 
removal. 


Answer: (a) That Canada’s export policy failed to meet ‘buyers’ views 
forcing them to go elsewhere and rely on homegrown crops. 

(6) The attempted exploitation of buyers by the Canadian Pool 
did Canada a disservice. 

(c) The grading of Canadian wheat has not been regular and 
satisfactory in recent years. Export Official Standards are re- 
ceived in this country not truly representative of the actual 
shipments. When compared with samples of deliveries, Stand- 
ards are sometimes so low that importers receiving inferior 
wheat have very little chance of compensation. The variety 
of wheat included in the modern Canadian grades is also a 
matter of serious complaint, as both the standards and the 
deliveries lack uniformity. 


Question 5. Any future conditions which can be visualized as likely to 
affect the volume of exports of Canadian grain. 


Answer: Canada, like other countries, having set up barriers against 
imports, cannot hope for a high volume of farm exports, it being 
impracticable for the buyers to pay with gold in lieu of goods. 

In no circumstances do we recommend that the “Open Market. 
or Competitive System in Canada” should not be maintained. If 
the Government of Canada put some low basis price upon wheat— 
that is a domestic matter. Any attempt to obtain something in 
the nature of a subsidy, open or hidden, from Importing Countries, 
is bound to fail. 


Question 6. Any views or suggestions regarding the grading, storing or 
handling of Canadian grain which might improve its marketability 
and meet the requirements of customers in the British Isles. 


Answer: Comments have been made regarding grading and freedom of 
marketing, which in our opinion would, if adopted, tend to increase 
the marketability of Canadian wheat. 


SPECULATION IN GRAIN MARKETS IN THE UNITED KINGDOM 


In the above questionnaire the question of speculation is raised. It 
was further dealt with at the conference. The two markets concerned were 
London and Liverpool. The London futures market, by the way, was 
opened only about 5 years ago and deals only in Canadian wheat. The 
following extract from the record will describe this London market, a 
subject of special interest to Canadians, and will indicate the position of 
speculation there and at Liverpool: 
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“Q. You are presenting the point of view that the futures- 
market assists in maintaining a steady flow of grain to the United 
Kingdom. Could anybody amplify that a little? 

A. Yes, as far as London is concerned, I will amplify with 
pleasure. We have here in London a futures market which is 
based entirely on Manitoba wheats. The basis of it is No. 3 
Manitoba wheat with a delivery of No. 2 at 1s. more and No. 1 
Manitoba at 2s. more. 

Q. Is that per quarter? 

A. Yes, and I think No. 4 at 2s. discount. I am not quite 
sure about that because it has never been delivered. There is no 
doubt that since the introduction of that market, from the point of 
view of the Canadian shipper, we can sell ahead there in very 
material quantities and we can either unspread it and sell the 
wheat to Antwerp or anywhere and backspread it, and in that way 
we set in motion quite a considerable volume of Canadian wheat. 

There is no doubt that since the introduction of it the 
movement of Canadian wheat has been helped very materially. 
We sell very freely there in distant positions. . .. It has 
developed materially within the last two years. May I amplify 
that a little? There used to be in London quite a big forward 
market, particularly in new crop Canadian wheat for October and 
November shipment which would start about May and June on a 
c.if. basis. 

Q. That meant simply selling cash wheat for future delivery? 

A. Yes, there was no question of paying margins daily or any- 
thing like that, and the futures market has taken the place of that 
forward market. It lessens the risks. The differences are paid 
EVCEY GEV ails h 

Q. Would there be any advantage in turning back to the old 
c.f. practice and constituting what you call a forward market 
instead of a futures market? . 

A. It could not work at all. 

Q. It did work for a time, did it not? 

A. It did work years ago, because there was a great deal 
of speculation in c.i.f. wheat. The same thing works to-day on 
the basis of the futures market and the differences are paid every 
day. That is the difference. 

Q. You speak of there being speculation in c.if. wheat. Is the 
London market a highly speculative one in which the public other 
than the dealer participates to any extent? 

A. To a certain extent, yes. 

Q. Is it becoming more so? 

A. I would not think so. 

Q. The suggestion is made that one of the reasons for the 
abolition of the Winnipeg market is that it is highly speculative. 
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Somebody else says, “ Liverpool and London are speculative, too,” 
and they say, “ No, Liverpool and London are not speculative, at 
least to the degree that Winnipeg is.” That is why I am asking 
this question as to whether London can be regarded as speculative? 

A. I would say, quite frankly, that there is a degree of specula- 

tion in all futures markets, 
Q. The argument that is made for the futures market is that 
it gives an opportunity for the general public to come in and carry 
part of the risk, but I wondered whether that had developed here 
or whether the London market was strictly participating in legiti- 
mate trade? 

A. The futures market to a minor extent is used by outsiders, 
but it is not a big extent. Only to a minor extent. 

Q. The hotel porters and blacksmiths do not come in? 

A. Most definitely in the negative. 

Q. Who carries the hedge; it is the man to whom you sell? 

A. All sorts of persons. A miller in a distant position will buy; 
a London merchant will buy, and others spread one market with 
other markets. 

Q. I was trying to get the type of man? 

A. It was very difficult to say. If one market is higher or lower 
than another you will always find people willing to spread London 
with Liverpoo!, London with Winnipeg, London with Chicago, or 
London Manitobas with Australian, or anything. 

Q. People who are in the grain trade? 

A. Mostly.” 


(As to Liverpool, the following statement was made) : 


‘The speculator is one of the most valuable assets in the Grain 
trade. As far as Liverpool is concerned, the speculator is carrying, 
I do not say all the hedges (nothing like all the hedges) because 
the millers are also buying, but he carries a great deal of it and we 
could not, as a trade, carry on the business to the extent we do and 
bring in wheat in the large quantities we do in this country over 
and above the actual present requirements if we had not got the 
speculator. We want him. 

Q. Who is the speculator in Liverpool? 

A. The general public. I do not say it is office boys, and that 
kind of thing. 

Q. A more or less informed public, is it? 

A. Yes. 

Q. Do you think the speculation by the general public is 
increasing or the interest of the general public in the Liverpool 
market is increasing? We got that impression from some other 
individuals. 
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A. I should think so generally. It depends on the times and 
circumstances; at times the trade dwindles and the speculation is 
not so much. Then big wheat importers find it more difficult to do 
their hedging and often have to go elsewhere, but I should think 
generally on the whole, speculation probably is increasing a little. 

@. And you welcome it? 

A. We welcome it.” (Evidence pp. 10097-10102.) 


I think that all the information obtained on this question of grain 
speculation in the United Kingdom may be summarized by saying that 
there is a very considerable body of this speculation, especially in Liver- 
pool where it is apparently looked upon as one of the props of the market. 
But, it is not resorted to to the same extent as in Canada by the general 
public, that is by a large number of individuals of all trades and pro- 
fessions each dealing in small quantities. Speculation of this kind in the 
United Kingdom appears to be in fewer hands with relatively large com- 
mitments involved in individual cases. What I may call “the invitation 
to the public ” is not held out in Britain the way it is in Canada: that is, 
one does not find there, as here, in the cities and towns, a large number of 
brokers’ offices with board rooms open to the public where almost anyone 
may go in and “ take a flier” upon depositing the required cash margin. 
And, of course, the facilities for speculation offered, especially to farmers, 
by our country elevator offices are entirely absent there. Speculation in 
wheat in Britain is a much more cumbersome and involved process. But 
there is enough of it to make it an important factor in the marketing 
mechanism. 

As to the process which a member of the public must go through in 
seeking to speculate in Liverpool, I think it worth while to set out the 
evidence on the particular subject which was given at another conference: 


‘““Q. We asked you with regard to the participation of specu- 
lators in the Liverpool Futures Market, and by “speculators,” for 
the purposes of this question we have in mind the general public 
who are not interested in the trade at all. We have seen studies 
which have been made of the situation on the Chicago Market and 
attempts to segregate the occupational groups who operate in the 
Market, and one finds that everybody from lawyers to bootblacks 
and stenographers participate in the Market. We wanted to know 
whether you could tell us anything about the extent of the participa- 
tion of the general public on the Liverpool Market in order to 
find out whether it was as extensive as Winnipeg is thought to be 
and Chicago is known to be? 

A. You asked whether bootblacks and somebody else partici- 
pated. I do not think that is done here to any extent. 

Q. To follow that up, are there the same opportunities here 
for an individual who wants to “take a flyer’ in wheat as there 
are in Canada? In Canada, I understand, one can go into many 
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stockbrokers’ offices and give an order for so many thousand 
bushels of wheat. Here, are those facilities as readily available? 

A. I should not think so. As a rule a member of the Liverpool 
Corn Trade Association, before he will take the name of anybody 
who wants to speculate, will make inquiries to see if he is of sound 
financial position. 

Q. That is to say, he will not just simply take a deposit on 
margin—1l0 cents a bushel, or something like that? 

A. No. 

Q. That is not good enough? 

A. No. 

Q. Question No. 2: If I, an individual, did want to buy the 
minimum number of loads of wheat to whom would I have to go? 

A. If you wanted to buy, you could go to any member of the 
Association. 

. It would have to be some member of the Association? 

. Yes; or, if you were outside, one of the Subscriber-Brokers. 
. Are there many of those Subscriber-Brokers? 

. No; they are limited: between 60 and 70. 

. All over the British Isles? 

. All over the world. You must remember the unit of the 
Association is not a small unit that you can trade in. You cannot 
trade in under 4,800 centals (8,000 bushels), and the margin calls 
are made daily. 

Q. I think our margin calls are made daily. Probably here the 
units are larger than they are over there. You do not simply take 
margin as an index of ability to trade? 

A. No. 

Q. Take Liverpool as an example. Supposing I were an indi- 
vidual who wanted to purchase a minimum parcel, I would have to 
telephone a member? 

A. Either members of the Association or a Subscriber-Broker. 

Q. Are those Subscriber-Brokers all over the City? 

A. There are 60 or 70 of them, and they are not all in Liver- 
pool. They are spread out all over the world. 

Q. How many would be in the British Isles—half of them? 

A. Quite that; probably more. There is quite a big group in 
Liverpool alone.” (Evidence pp. 10316-10318.) 


FOPrPOPO 


At this last conference, as on every other proper occasion, the ques- 
tion of closing the Winnipeg futures market and instituting a Government 
Wheat Board to handle the whole of the Canadian crop was discussed at 
length, these two measures being considered as going together, the futures 
market disappearing and the Board stepping in. The view was expressed 
unanimously that the closing of the Winnipeg market would injure the 
Canadian trade, would remove the hedging of Canadian wheat to Liver- 
pool and thereby depress its price. Also it was asserted that a Govern- 
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ment Selling Board would not meet with favour and would probably be 
unable to function satisfactorily in what is a competitive market. 
Examples were given by millers and others of certain transactions in Cana- 
dian grain between merchants and millers, now possible with the Winnipeg 
market open for hedging which would become impossible if it were closed, 
for which a Board could not provide, and which would mean so much less 
trading. 


AUSTRALIAN AND CANADIAN WHEAT CONTRASTED 


Questioned as to how Australian wheat managed to get along without 
the existence of a futures market in Australia, the answer was: 


“Tt is not quite the same as the Canadian crop. For one thing 
it is nothing like as big, and, for another thing, there is a very limited 
market for Australian wheat. It is hedged here.” 


From the selling standpoint there is this further radical difference 
between Australian and Canadian wheats. Australian wheat is merely 
used as a “ filler’ and can be marketed and sold rapidly. It comes on the 
market about 6 to 8 months after the harvesting of British domestic and 
continental wheats which likewise are “ fillers.” On the other hand, the 
milling properties of Canadian wheat are such, as was said in the article 
from Wheat Studies referred to in another chapter, 


“as require, for their most effective utilization, that it be fed into 
consumption more or less uniformly throughout the year.” 


This uniform marketing is brought about by the use of futures trading by 
importers, which enables them to secure their requirements in advance. 


CANADIAN GRAIN AND UNITED States Ports 


Representations were made by the Liverpool Corn Trade Association 
regarding the difficulties in obtaining the British preferential tariff on Cana- 
dian wheat shipped to the United Kingdom via United States ports. 
On looking into the question, I find that it has been before the Government 
for some time and is receiving attention. 


Tur AUSTRALIAN PooLs 


In London we had the advantage of a conference with representatives of 
the (Australian) Overseas Farmers’ Co-operative Federation Ltd., and of 
the Wheat Pool of the State of Western Australia. It is the function of the 
Federation to find markets for commodities sent to the United Kingdom 
by co-operative associations in Australia. Among these commodities is the 
Pool wheat. The method of contracting between the pool and the producer 
is quite different from that followed by our Canadian Pools. I set it out 
here from the record, as it was given. It is evidence which may be of 
practical use, and it would be hard to summarize satisfactorily: 
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“Q. What is your contract between your Pools, the Members 
of your Pools, and the Pool itself as to the delivery of the wheat? 
That is to say, must a Pool member deliver all his wheat to the 
Pool? 

A. No; we have found that that is not quite practicable, and 
we have fixed the limit usually about 50 per cent of his wheat. 
We actually do not fix a contract at all. We ask him to give us 
a written promise; we accept those promises. We find that growers 
sometimes break those promises, and we enquire into the reasons; 
if he has a good reason we take no notice; if, on the other hand, he 
has ‘broken his promise just simply to take some temporary 
advantage, we put him on the black list and refuse to accept a 
promise in the future from him. There are a number of men from 
whom we refuse to accept promises. 

Q. Do you find any advantage in such promises? 

A. Yes, because it gives you some guide. Although the farmers 
are not definitely tied, they usually feel a moral obligation which 
they live up to. We would prefer to have them under a moral 
obligation than one which compels them to do something they do 
not want to do, and which may be, therefore, more irksome to them; 
we think a moral suasion is better than a legal one. 

Q. When you say a promise provides you with a guide, I take 
it you mean that it gives to you, as managing the Pool, some idea 
of the amount of wheat which you probably would have to handle 
and, therefore, you can make forward sales, or make your arrange- 
ments for disposing of the wheat to some better advantage? 

A. That is so. Firstly, the procuring of the money; we want 
to know how much we would have to arrange for, and with us the 
chartering of vessels is very important indeed, because we do not 
have parcel shipments as you have; it is practically all full cargoes, 
and we have to charter well ahead to get ships into Australian 
waters. 

Q. What is the advantage to a man pooling at all? He does 
not have to sign his contract or make his promise right up to the 
time that he drives up with his wheat? 

A. No; we fix a date a month before harvest opens that these 
promises must be in. Then we fix a date by which deliveries must 
be in. We have just put in bulk storage in Western Australia; they 
get a warrant for that, and if we were not to fix a date, they would 
hang on to the last minute and just see which way the cat jumped, 
and perhaps not give us the wheat at all. 

Q. Does it mean that you do not accept wheat from a man on 
the pooling basis unless he has made the promise a month before? 


A. That is so. 
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Q. That is to say, I cannot decide just a day or two before I 
deliver my wheat to pool it? 

A. No. It is a month before the season opens, usually about 
the middle of October. 

Q. In that contract, or in that promise, shall I say, is there any 
obligation at all upon the part of the Pool? 

A. Just the obligation to carry out the terms of the warrant 
that we give the grower, and on the warrants are printed the 
conditions of the Pool. That has now been revised, because the 
Government has passed an Act of Parliament which sets these out, 
and, therefore, we just simply refer to the Act covering it. 

Q. We will get the Act and the contract? 

A. We can get the Act at Australia House, I think. 

Q. Could you get a copy of the contract? 

A. It is practically scheduled in the Act now; we can get one 
in town. 

The Commissioner: What is the year of the Act? 

A. The Act would be about 1933. 

Q. Is it an Act of the Commonwealth? 

A. No; of the State. 

Q. Which State is it? 

A. Western Australia. May I say here that each State in 
Australia is entirely separate in all its dealings with wheat? We 
are not like you where the whole wheat. flows through one channel. 
Each State’s wheat is exported from that State only, and is sold 
through its own Pool.” 


It must be noted that the Federation sells not only Pool wheat, but 
also other Australian wheat, not pooled. 

In answer to questions respecting the proposed closing of the Winnipeg 
Futures Market, the following was said: — 


“Q. From the point of view of Australia, have you anything to 
say with regard to the abolition of the Winnipeg Futures Market? 
Would it have a good effect or a bad effect, so far as you are 
concerned? Perhaps what might have a good effect might have 
a bad effect on us, or the reverse? 

A. If we could use the Winnipeg Wheat Market again, we 
would like to do so, because we do not like to trade in a narrow 
market such as Liverpool for all our futures transactions. While 
I realize that there is a great deal of objection to speculation on 
these futures markets, that very speculation does broaden the 
market, so that if people like ourselves happen to have a heavy 
day’s transactions to cover, it is not nearly as serious as if that 
market is kept very limited, and, while it may be objectionable 
to people who do not like the gambling on the market, I must say 
that from a trader’s point of view, it does help us. 
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Q. Does that mean that there is more speculation or more 
speculative interest to carry the hedge in the Winnipeg Market 
than in Liverpool? 

A Os lL thine SQeen vs. 

Q. Then what about the Pool itself? Does it find it has to 
make use of the futures market also? 

A. The Pool does, occasionally. When it has got into a position 
when it thinks wheat should be disposed of, but cannot sell it as 
real wheat, then sometimes it sells futures instead and then closes 
the hedge when the wheat could be sold.” 


The members of the National Federation of Corn Trade Associations 
told us that they got along very well with the Australian Pools because, 
they said, “ They are voluntary pools and work with the trade and not 
against it.’ 


SELLING IN GREAT BRITAIN 


Before leaving this subject of the operation of the grain trade in the 
United Kingdom, there is one other point to which I think it well to 
refer. It will be remembered that one of the first things Mr. McFarland 
did upon assuming the management of the Pool’s Central Selling Agency 
in 1930 was to close the Agency’s overseas offices and to adopt the policy 
of selling through the ordinary channels of trade. I am satisfied that this 
was the best policy to adopt, at least in the United Kingdom. Akin to 
the question thus raised is this other, which was discussed before me on 
several occasions: in selling Canadian wheat is it advantageous to employ 
agents who sell no other wheat, such as Argentinian, Australian, etc., but 
only Canadian: I have formed the opinion, from all I have heard, that it 
is not advantageous. No miller buys Canadian wheat exclusively, and I 
think he prefers to deal with a merchant who can furnish him the different 
kinds he wants and can afford him the opportunity of comparing prices, 
etc. A merchant who has only one kind of wheat to offer to a miller is, 
I think, at a disadvantage. And this applies likewise to sellers of Canadian 
flour. 

In this chapter I have devoted a great deal of time and detail to the 
British market, its capacity, its position, its manner of carrying on trade. 
I have thought it well to do so because this market is, and very probably 
will remain, by far our best customer. I have before me figures, avail- 
able now for the first time, showing the quantities of our wheat received 
into the various countries of Europe. They show that, in the crop year 
1936-37 the United Kingdom alone took nearly 82 million bushels of our 
wheat, while the rest of Europe, including the Irish Free State, took 
approximately 54 million bushels. Belgium is our second best customer 
with 16 million bushels. As these figures are useful for various purposes 
besides that of demonstrating the present superiority, in respect of our 
wheat, of the British market, I set them out here in full, and alongside I 
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give the corresponding figures of Argentine wheat exports. As the Argentine 
is now our chief competitor, this comparison will be interesting, as well as 
instructive. 


CANADIAN AND ARGENTINE WHEAT EXPORTS TO THE UNITED 
KINGDOM AND CONTINENT, BY COUNTRIES OF DESTINATION 


Canada Argentina 
(Board of (National 
Country Grain Grain and 
Commis- Elevator 
sioners) Board) 
Aug. 1936- Dec. 1936- 
July 1937 Nov. 1937 


(Bushels) (Bushels) 


Dniteds King d Orie. rye ten Bick ceed os ech Rae ees eet Date ree 81, 901,064 28,740, 000 
Jrish Pree State fe Lee A CAG Ae PRA eee Va Pere ren TN 4,507, 684 232,000 
ATISELTS seats lee a Mois are Gh a howd US siers eles BrehRa eee marr came nT eee eRY oreo 22,931 291, 000 
BGbo rine dene fe ingen, 5 AY Jen RB COR Sh, 0 Aa ae aire VEC cee ae 15, 994, 766 15,707,000 
Perma ry aie sceM be he. Cees) anaes Weoges RE RREEY pes bel MEA aia a a 4,491,399 765, 000 
Finland! 8 4)/2 405, 28 SoS eee cet ten cioe See eee ieee ese 693, 000 
PATO. i 2A cytes PN Uo Oe pa Are a ROR Dea Mer pate ee 6, 255, 301 1,478,000 
Germany2ere wd: ee. iad. A, SE ede beads ops ce le elie 3,764,610 6, 047, 000 
GEESE 2 sea V iets its alae sniretec RU en ees ol SE ata beeen its Seka 2,137,226 7,727,000 
Pollen 74, eA Bie CO EIR ETI ett A, 5 ERAN as 6, 900, 035 16,331,000 
Storéduintiotlandsy. oryata a atthe Seat oa oe te TA Be eer ai at 95, 108 

AGE ye en BIRT SRR sc alan ie i ht Ue an eh 4 a adel Adee ae ws 4,887, 132 29, 746, 000 
Latyviay fs Asset hee Lees eee ARE. rd $2 ben o Seaepeeraeen sie an ie 2? ~ 615, 000 
Eu EW cee Wage. NRRURE age ry ONE SNR USE! OC. Sa 8 IS BC PR BIL rc De 274, 467 - 

WNonway dhl cits 34 OM | RES, ae Or eT, SE 3, 806, 611 1,998, 000 
Portia imei iay vou Matis RATE MII LH ANs ey ee EMRE eer arc tR seats enarnid hac - 4,000 
fo) Ac OLE ee ns ao eauh ties AN lat cali PERL Gig hr he AM ha et A lee ral cca peaiedagtlb 805, 692 396, 000 
Swedent bi. srgeelasierk Wl tan ate Wee ele ne aare Melson ee Aten ORR meeps 923, 402 411,000 
DWLGZORLANC Ham, mo ies salons Ricci cere Oat retro ee ope Ice Leeper ie oer eae ne 2,355, 092 37, 000 


In so far as the countries of Continental Europe are concerned, the 
above table shows their respective positions as consumers of Canadian 
wheat. On the Continent we had the benefit of interviewing millers, 
merchants, brokers, and also the officers of several of the large inter- 
national firms which trade in Canadian wheat. The millers use the 
futures market very little. The merchants who deal in Canadian wheat 
make use of the Winnipeg futures, and so do, of course, the large inter- 
national grain traders. One merchant in Belgium told us, however, that 
he did not hedge his purchases. There is also a futures market at 
Rotterdam which is used by Dutch traders, but most purchases of wheat 
in Canada are hedged in Winnipeg. Numerous complaints were made of 
the action of the Pools in trying to secure prices which were too high. 
These complaints had reference to the situation in 1929 when the Winnipeg 
market was much out of line with European markets, and the disposition 
was to blame the Pools for this. I think that on some of these occasions 
these complaints had their origin in some of the statements made at that 
time by Pool officials and organs and mentioned elsewhere in this report. 
The reference to these was not specific but the allusion was sometimes 
sufficiently clear. On other occasions remarks of an unfavourable kind 
made in respect to the Pools were really intended to refer to the years of 
stabilization measures. 
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In any event there was everywhere a strong feeling against any 
attempt to hold Canadian wheat prices above ordinary world levels, or 
to withhold supplies from the market. Since these attempts were attributed 
to organized selling and government intervention, there still remains on the 
Continent a distrust of government boards, especially, of course, of a 
monopoly board. 

Regarding the actions of the Canadian Wheat Board in 1935-36, 
some complaint was made, on two occasions, that the selling policy of 
the Board caused losses to European speculators, who had invested money 
in grain futures when the Argentine government fixed a high price on the 
country’s wheat in December, 1935. These speculators lost money, or 
did not make any, because world prices did not rise as they had expected. 
There was a disposition to blame this disappointment on our Board’s selling 
policy. We did not hear any complaint of this nature in the United 
Kingdom. 

On the whole, though, satisfaction was expressed on the Continent 
with the freer selling policy of the Canadian Wheat Board in 1935-36. 


CHAPTER XII 
FUTURE MARKETING POLICY 


In the concluding portion of Chapter IX, I noted those causes of the 
decrease in our wheat exports in recent years which have had their origin 
in Canada, and I expressed the opinion that, from now on, with fair crops, 
we should receive our good share of overseas markets. It is possible, as I 
have said, that this share may be increased, or perhaps new markets opened, 
by the making of trade agreements with other countries. But, in my 
opinion, nothing is more important at present than the adoption by this 
country of a selling policy which will dispel ill-will abroad and give the 
highest possible measure of satisfaction to our customers in their day to 
day dealings with us. We must meet competition fairly, but competently, 
and the lessons of the past which I have reviewed show that satisfaction 
to customers and abstention from actions which breed suspicion and alarm 
are important elements of successful marketing, because they help to 
maintain and to extend markets. At the same time the individual 
producer must feel that markets are not being maintained and extended 
at too great a sacrifice to his personal interests as reflected in the prices 
he receives. He must be satisfied that the service he is getting assures 
him the highest return reasonably obtainable for his product. 

In proceeding now to state the opinion I have formed regarding a 
marketing method for Canadian wheat, I shall first deal with the problem 
on the basis of normal conditions existing at home and abroad, that is 
conditions which do not call for action of an unusual nature involving a 
departure, more or less temporary, from settled and approved business 
practices. Our policy should then be the continuation of the futures 
trading market at Winnipeg and the encouragement of the building up of 
producers’ co-operative marketing societies, organized and conducted in a 
manner approaching, in so far as practicable, the organization and business 
methods of the Australian Pools to which reference has been made and 
which have been in successful operation for many years. I have in mind 
Pools organized on a flexible, voluntary basis, not necessarily of great size, 
selling in line with market conditions, and operating overseas “ with the 
trade and not against it’ as was said in reference to the Australian Pools. 
Such Pools should, in my opinion, make use of the futures market, not for 
speculation, as by long buying, but for hedging purposes such as the 
securing of a price, “ when prices look attractive” as was said in 1924 
by the Manager of the Alberta Pool; or again “to accommodate the 
buyer ” as was also said on that occasion, care being taken in such last 
case to avoid speculation. 

To repeat here what I said in an earlier chapter, the test of a trading 
system. from my point of view, must be the superior advantage which it 
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is found to have, over other systems, for the Canadian wheat grower. This 
advantage will be evidenced by the capacity of the system to obtain a good 
price for our wheat and to increase the volume of our sales. In measuring 
the capacity of a system to attain these objects, regard must be had to 
- two things: its fair and efficient operation in Canada, and its effect upon 
our overseas markets. Having regard to these considerations, I am con- 
vinced, from all the knowledge I have been able to acquire on the subject, 
that the futures trading system, despite its imperfections, is the one ae 
qualified to look after the interests of our producers, at home and abroad. * 

I have mentioned the “imperfections” of the futures trading system, 
and I know that, in the eyes of many, the greatest of these is its depend- 
ence upon the speculator. And the fact must be faced that this depend- 
ence, while not absolute, is substantial not only in Winnipeg but in Liver- 
pool, as the evidence shows. It has well been said that there are only 
three classes of buyers in the wheat market: (1) those who have imme- 
diate need of the wheat, (2) hedgers who buy to insure their transactions, 
and (3) speculators who buy and hold in the hope of making profits but 
also at the risk of making losses. When buyers of this last class are 
absent, or are present only in small numbers, the market becomes weak 
and prices fall. This was the situation which existed in 1931 when the 
government was urged to send somebody into the market to take the 
speculator’s place, and the situation was met by the institution of stabili- 
zation measures. 

Many of our producers object to speculation in grain markets on 
moral and social grounds, and this sentiment must not be made light 
of, but must be treated with all respect; just as in the case of others 
who may receive with disfavour the suggestions I intend to make later on 
respecting the production of malt barley, and may refuse on principle to 
grow it, because malt barley is used in the manufacture of alcoholic liquor. 
In the one case as in the other, all the conscientious objector can do is to 
refrain from the exercise of the practice which he deprecates because 
speculation in our wheat, like the growth of malt barley, is going on any- 
how in many parts of the world. Speculation takes place in all futures 
markets, wherever situated, and Canadian wheat is one of the factors of 
this speculation. It cannot be doubted that the closing of the Winnipeg 
exchange would greatly increase the volume of futures trading in our wheat 
in other markets, and the volume of speculation along with it. It is true 
that the Winnipeg market has not always been a fully satisfactory one. 
It has sometimes been out-of-line through causes which I have examined 
and which should be avoided in the future. Nevertheless I cannot help 
but feel that its closing would have a depressing effect upon our marketing, 
and would merely help to build up other markets without any corre- 
sponding advantage to ourselves. This was the effect of the prohibition, 
in 1896, of futures trading in Berlin. 

“In 1896 the Berlin Produce Exchange, which had been the 
leading Continental grain market, was virtually put out of business 
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by a popular agitation resulting in a law prohibiting futures trading. 
This undoubtedly assisted Liverpool to capture ‘all the European 
hedging business which was not placed in Chicago.” (Hooker, 
“The International Grain Trade,” at page 9). 


Speaking of this same incident, the Stamp Report says at page 66: 


“The prohibition of business in options and futures (in Berlin) 
continued to paralyze business by making an effective insurance 
against loss extremely difficult, and at all events very expensive, 
because foreign markets, such as New York and Chicago, had to be 
resorted to.” (The Produce Exchange and dealing in options were 
shortly afterwards reopened.) 


Referring particularly to price fluctuations, which are much com- 
plained of, I am not at all convinced that these would be substantially 
lessened by a transfer to other markets of futures trading in our wheat. 
Fluctuations will take place in any case and the effect of futures trading 
appears to be to lessen them in their long term monthly or yearly aspect, 
which is an advantage, although it tends to increase them in their hourly 
and daily aspect, where they are sometimes referred to as “ oscillations.” 
These oscillations are annoying but are at the same time a necessary 
accompaniment to the advantageous working of the system in relation to 
long term fluctuations. I have discussed this subject elsewhere. In any 
event, these fluctuations, in both aspects, would continue in other markets 
and would react on our marketing. 

But if the closing of the Winnipeg Grain Exchange did nothing else, 
it would surely remove trading and speculation in our wheat to places 
altogether beyond our jurisdiction, and matters of complaint, now exist- 
ing and which might continue, or new matters of complaint which might 
well arise, would be open to no remedy which we ourselves could apply. 
I think it is advantageous, if there is bound to be futures trading and 
consequently speculation in our grain that.these be kept, as far as possible, 
within our own control. 

If this is done, and the Winnipeg Grain Exchange is allowed to 
remain active, the producer who is antagonistic to speculation may still 
do his share towards reducing it by refraining from it himself, or by join- 
ing one of the Pools I have suggested and which should all a prohibited 
by their constitution from speculating. 


Prorvosep CoMPULSORY WHEAT Boarp 


The demand made before me for the abolition of futures trading in 
Canada was always accompanied by a further demand for the creation 
by the Government of a permanent National Wheat Board, whose duty 
it would be to take over the whole of our wheat crop each year and to 
market it both at home and abroad. According to this proposal, the Board 
would act as did the Board of 1919-20, making an initial payment to the 
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producer and allowing him to participate in whatever profits were realized 
each year. Tt was freely admitted that to close the Winnipeg Grain 
Exchange without setting up such a Board would be to create a most dis- 
advantageous situation for our producers. 

It may be well to note again here that the 1919-20 Board operated 
for only one year, ata time when futures trading was suspended in the 
United Kingdom, and when all buying there and on the Continent was 
done through Government Boards or Commissions. And moreover, that 
Board did not have on its hands the problem of selling in shrunken 
markets with keen competition and the possibility of excess supplies. 

This proposal of a compulsory Government Board has preoccupied 
me more than anything else since the beginning of this inquiry. It was 
asked for by nearly all the farmers’ organizations, and by a great many 
of the individual farmers, who appeared before me. It is a naturally 
attractive proposal at first blush, particularly after the many hard years 
our people have gone through. The idea of government support to market- 
ing undoubtedly produces a sense of relief and security, and insufficient 
consideration is often given to the effect of such a policy on overseas 
importers. On the other hand, however, the feeling on the subject is by no 
means unanimous. Many farmers prefer to do their own marketing, and 
resent a compulsory taking over of their crop by a government Board or 
any other organization. Very few, I believe (if any), object to the opera- 
tion of the present non-compulsory Board created under the Act of 1935. 

Whatever attractions a compulsory government Board may present at 
first sight, its practicability, in my opinion, will not stand analysis, either 
from the point of view of overseas markets or that of domestic conditions. 

I have no doubt that the creation by Canada of such a compulsory 
Board, that is, a complete selling monopoly of Canadian wheat, would be 
regarded abroad as a further restriction upon the freedom of trade and 
commerce, coming at a time when our efforts should rather be directed 
toward the removal of such restrictions. Within the ambit of the grain 
trade itself, that is, in the eyes of millers, merchants, etc., it would of 
course be considered as an attempt or a design to revert, in more intensified 
form, to the situation which existed, and which came in for unanimous 
criticism overseas, in the last years of Pool marketing and under stabiliza- 
tion. It would meet, I am sure, with antagonism, at least passive, and 
perhaps even active in some places. There can be no doubt that our over- 
seas customers dislike and distrust monopoly, in itself, and also because 
there is no saying where successful monopoly might lead, and they will 
certainly not contribute to making a success of it. We would consequently 
be going into diminished markets, among many free competitors, under a 
great handicap; because goodwill is in itself a considerable aid in business 
and its importance in our grain trade is greater now than ever before. 
Besides, the technical position of such a Board would be most delicate. 
The great volume of its holdings would add to its difficulties, because it 
would be under constant observation, and its actions in times of uncer- 
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tainty would have a magnified effect upon the market. In regard to its 
difficulties, these have already been touched upon. Not the least of them 
is the fact that there could be no bargaining in Canadian wheat as there 
is now and as there would continue to be in respect of other wheats. There 
being only one seller, there could be only one price to all buyers, instead 
of a number of merchants and agents, all dealing in our wheat, but on a 
competitive basis by reason of their different positions, as was exemplified 
in the evidence given in London and quoted in Chapter IV. 

The situation at home would also be disadvantageous to the producer, 
in my opinion. This opinion is held by many whose experience qualifies 
them to express well-considered views. Mr. John I. McFarland, who gave 
so much of his time and his ability to handling stabilization and who was 
the first Chief Commissioner of the Canadian Wheat Board, did not 
favour the closing of the Winnipeg Exchange, nor did Mr. J. R. Murray, 
who succeeded Mr. McFarland as Chief Commissioner. Mr. McFarland 
thought that our best policy for the future was to continue the futures 
market, under supervision, with the present Wheat Board in operation, 
but he was opposed to a compulsory Board except in case of emergency: 


“Q. With regard to the future, Mr. McFarland, have you any 
suggestions which you would care to make for the information of 
the Commission? 

A. Well, I wish I knew what suggestion would solve the future. 
I do not think anybody really knows definitely what would solve 
the future, but I still think the Wheat Board Act under which I 
operated for about three months, and that same act is now in 
effect, with a minimum price, is the best thing that I can think of, 
and coupled with that there should be some sort’ of further legisla- 
tion such as they have in the United States under the Futures 
Administration Act to check into the operations of futures dealings. 
But I think there should be a minimum price and the market: per- 
mitted to operate above that price in the hope that the world may 
be coming back to equilibrium, and it would continue to function 
for years to come. You can never tell.” (Evidence, p. 7415.) 

‘““@. I ask that because proposals have been made here from 
time to time, as you know, that the Board, when constituted, should 
have control of all the wheat in the country. Do you suggest that? 

A. No, I do not, unless an emergency arose such as we went 
through in 1932, 1933 and 1934, when there was such a great surplus 
not only in Canada but throughout the world, and then it might be 
necessary to call into operation those clauses which were dormant 
in the present Act. 

Q. In other words, would not the Board really be an emergent 
organization set up all the time, but only actually functioning in 
emergencies? 

A. To be prepared, yes.” (Evidence pp. 7421-22.) 
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Mr. Murray also thought that a compulsory Board would prove dis- 
advantageous. He favoured supervised futures trading and pooling. 

Any group of men endeavouring, with the best intentions in the 
world, to make a success of selling wheat would be exposed to a great 
deal of criticism and would find themselves in a most unenviable position 
in times of stress and uncertainty. Mr. Bredt’s evidence shows the 
vulnerable position the officers of the Pools’ Central Selling Agency were 
in in 1929-30 and how the apprehension of criticism by their constituents 
hampered their freedom of action. It is true that, under the proposal, 
there would be no Winnipeg futures market quotations to give producers 
a false idea of values, as was the case in 1929-30. But there would be 
other market quotations almost if not altogether as accessible under present 
conditions of news distribution. Moreover it must be remembered, when 
this distinction is set up, that Pool officials and organs, in their public 
statements made at the time, did not claim that Winnipeg prices were too 
high, but, on the contrary, honestly believed them to be justified, and some 
actually thought that the Pools themselves were making them. In any 
event there is always that post-factum wisdom and knowledge which critics 
are ready to make use of. 

Any restraint or exposure to criticism which the officers of the Pools 
may have laboured under in their time would be much more liable to be 
found in the case of members of a compulsory Government Board. The 
Pool officials were responsible only to men who had joined the organiza- 
tion voluntarily, who had taken part in the appointment of the officials, 
and who believed in the system. But the members of a Board would be 
answerable, not only to producers who believe in a Board, but to the 
great number who do not believe in it, who wish to be left to do their 
own business, and who protest against what they consider to be high- 
handed government interference. Some of these producers gave evidence 
before me. 

I must say also, that, having in view the experience of the past, I 
am afraid that a Board set up as a permanent institution, operating under 
all conditions, would suffer more and more, as time went on, from the 
atmosphere of political controversy that would surround it. I would prefer 
not to have to introduce this subject, but the evidence upon it is before 
me and the producer has the right to know about it and to give it his 
consideration when making up his mind as to where his interest lies. With 
their own experience behind them both Mr. McFarland and Mr. Murray 
had something to say on this subject which they considered of first 
importance. 

Mr. McFarland said in his brief, Ex. 360 ( I quote from the printed 
copy furnished by Mr. McFarland at page ou). 


“ HARMFUL INTRUSION OF POLITICS 


Te 1930 our country was facing a crisis, and it never occurred 
to me that politics would be a disturbing factor. Had I known 
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such a situation would develop I would not have undertaken the 
job, for I am not a politician and have never had political aspira- 
tions. However, I do wish to acknowledge the fact that I received 
from all political parties a remarkable measure of tolerance and 
support up to 1934-35, or just prior to the time when the next 
federal election became an interesting subject. As a resut of this 
intrusion of politics the problem was made increasingly difficult and 
complex. Continuous and widespread criticisms appeared in news- 
papers and periodicals, and not only created suspicion and mis- 
apprehension, among the people of Canada, but also tended to 
destroy confidence in importing countries, as well as in other 
exporting countries.” 


The following excerpt from Mr. Murray’s evidence is to the same 
effect: 


“ The criticism which has been directed against our operations 
illustrates what will always be one of the greatest difficulties con- 
fronting any government board, namely, satisfying the producer 
and parliament. Wheat is a commodity subject to the play of 
constantly changing conditions. Im selling wheat the very nature 
of the problem—when, how much, and at what price to sell—is such 
that there must always be differences of opinion as to the best 
course to follow. Any board has to reach decisions and act in 
the light of facts and possibility as they see them and honest 
criticism, no matter how severe, need not be a cause of concern to 
anyone. There is another class of criticism. Some individuals for 
reasons best known to themselves, make their contribution to our 
wheat problem in the form of speeches or statements containing what 
can only be described as false statements. As people will listen to 
them and believe them, ignoring them simply assists them in killing 
the operation of the system they profess to uphold. It may be 
important to assess the probable effect of continued criticism on any 
future wheat board in their handling of the particular marketing 
problems that they will have to deal with from time to time.” 
(Evidence pp. 8934-35.) - 


It is perhaps impossible to exclude any government appointed body 
from public criticism; but the fact that the members of such a body will 
sometimes believe and feel that the criticism to which they are subjected 
is unfair, and of a nature to mislead those whom they are trying to serve, 
is something that will surely militate against the continued efficient per- 
formance of their duties. All this is bad for the producer. His interests 
are ‘best served when politics are dissociated from his business. 

For the foregoing reasons, founded upon both overseas and domestic 
conditions, I cannot recommend the compulsory marketing of all our wheat 
by a government Board, at least so long as there is free, open marketing 
in the United Kingdom with futures trading carried on in Liverpool, 
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London, etc. If the situation should change by reason of war or any other 
great emergency the government would, of course, take any measures that 
might then appear to it advisable. 


GOVERNMENT ASSISTANCE 


In most of the representations made to me for the creation of a 
Wheat Board the underlying principle seemed to be ‘that of a govern- 
ment guaranteed minimum price for wheat. Conditions may well recur 
where the government will feel in duty bound to assist wheat growers, by 
protecting those who have a crop against a disastrous fall in prices, or 
by providing in whole or in part for the subsistence of those who have no 
crop or an insufficient one. These two cases of need may occur at the same 
time or at separate times. In either case, there is no necessity of setting up a 
compulsory marketing Board to deal with the situation. 


SUGGESTIONS 


I am therefore of the opinion that under what may be called normal 
conditions—open markets in the United Kingdom, a fair relationship 
between world supply and import demand, and no danger clouds on the 
immediate horizon—the Government should remain out of the grain trade, 
and our wheat should be marketed by means of the futures market system 
(under proper supervision), and encouragement given to the creation of 
co-operative marketing associations, or Pools. The Government’s activi- 
ties should, I think, be confined, under these conditions, to such helpful 
action as I have already indicated and such as I shall refer to presently: 
trade agreements, assistance to commercial and economic research, to the 
gathering of information, to promotional services, etc. 

The question may well be asked, “ why should the Government give 
any special assistance to wheat marketing?” It has abundantly been 
shown in this report that in the past no commodity has contributed more 
than wheat to the wealth and the export trade of the country. The settle- 
ment of Canada’s prairie regions was from 1870 onwards a fixed principle 
of Canadian policy. It will be found in an Order in Council of Sir John A. 
Macdonald’s Government of May 30, 1884, and was formally adopted and 
reiterated by Sir Wilfrid Laurier on February 21, 1905. Through all the 
years and down to recent times great efforts were made to induce the flow 
of population to those territories. In the last years of the World War, 
when the world was said to be facing the prospect of famine, propaganda 
was conducted under government auspices urging our farmers into the 
greatest possible production of wheat. These lands were again selected 
for soldiers’ settlement after the war. 

And within the area comprised in this policy of settlement and produc- 
tion, we have that great district which has become known as the drought 
area, large portions of which are fitted to produce many million bushels 
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of the best wheat in the world, and nothing else in large quantities. The 
area I now refer to produces in normal years about 100 million bushels 
(and has in some years produced a much greater quantity) of this dis- 
tinctive high-protein wheat which has given Canadian wheat its splendid 
reputation. Its only alternative uses are a reversion to grazing and the 
production of some rye and oats. But as long as the export trade in wheat 
continues, and especially if worid trade comes into a period of greater 
expansion, Canada will have, with suitable weather, a most valuable asset 
in the produce of this area. 


SUPERVISION OF THE EXCHANGE 


It appears to me that the best method of supervising futures trading 
on the Winnipeg Grain Exchange would be to place the responsibility 
upon the Board of Grain Commissioners. An independent organization 
would be more costly to maintain and would not have at its disposal the 
general information about the grain situation that is available to the 
Board. This would involve the appointment under the Board of an official, 
technically qualified, with such clerical assistance as would be found 
necessary, who would conduct the routine operations of watching and 
reporting upon the state of the market. He should have authority, under 
the Board, to secure full information from brokers or operators on the 
exchange, from clearing house officials, and from officers of the exchange 
itself. He should be constantly in touch with the market and with the 
Board. It would be his responsibility to report immediately to the latter 
any indications of a condition arising prejudicial to the public interest 
from short selling, buying futures, or from any other form of speculation. 

The Board of Grain Commissioners on its part should have jurisdic- 
tion to inquire into any situation in the futures market either upon ils own 
motion or upon complaint made to it and should have general powers of 
remedy, such as fixing a delivery price in the event of a “corner” or 
“squeeze,” determining margins and fixing the limits, if found necessary, 
of open lines capable of being carried by an individual trader or corpora- 
tion. It should also have the power to decide what facts of a general 
nature should be made available to the public as indicative of the state of 
the market. 

The Board should have the right to make orders and regulations, not 
inconsistent with its expressed powers, superseding in case of conflict, the 
by-laws and rules of the Exchange. Breaches of the Act, orders, or regu- 
lations should be punishable, after hearing, by suspension of the offender 
from trading by the Board or by proceedings taken under the general 
penalty clauses of the Canada Grain Act (Sections 159 and 160). 


CANADIAN WuHkraAT INSTITUTE 


Some years ago a proposal came from the United Grain Growers 
Limited for the creation of a Canadian Wheat Institute. It was submitted 
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to me again on this inquiry. The original proposal called for the creation 


by charter under the Companies Act of a body having in view the follow- 
ing main objects: 


Ca) To promote the use of Canadian wheat and other grain grown 
in Canada, and the products thereof, throughout the world. 
(6) To collect, compile and publish information concerning condi- 
tions throughout the world affecting the marketing of grain 
grown in Canada for the purpose of making such information 
available to public and private bodies.” 


The method of organization and membership and financial support of 
the corporation are set out in exhibits 689, 690 and 691 filed by the 
U.G.G., and I need not detail them here. The proposed work is valuable 
and I think it deserves approval. But I suggest for consideration, as an 
alternative method, the carrying on of the work by a government-appointed 
body, on the ground that the undertaking is one of national interest. In 
the submission made to me it was stated that: 


“A substantia: start along the lines proposed has now been 
made by the Canadian Wheat Board. It seems to this Company 
that the need for such work has been fully established. The essen- 
tial problem is how it should be carried on and how financed. 

“With the continuation of the Canadian Wheat Board as a 
permanent body, it is the recommendation of the Company that 
such work be carried on by the Board. It could be satisfactorily 
conducted by that body and duplication of machinery could be 
avoided. 

“Tf the Wheat Board should at any time be discontinued, 
the Company believe that a Canadian Wheat Institute or similar 
body should be established.” 


It is true that the Canadian Wheat Board has been carrying on work 
of the nature in question which should be continued. When I say that 
the present work should be continued, I mean of course, with such 
changes, additions, etc. as experience may show to be desirable, from 
time to time. 


ATTENTION TO OVERSEAS COMPLAINTS 


Any feeling that may exist in the United Kingdom that complaints 
affecting shipments of Canadian grain are not dealt with as expeditiously 
as. possible, or that the method employed in deciding whether a com- 
plaint is justified does not give the complainant sufficient considera- 
tion, must be treated very seriously. bil 

It would be well, I think, if Canada had a representative in London 
whose duty would be to investigate on the spot complaints arising out of 
grain shipments and to report direct to the Board of Grain Commissioners 
at Winnipeg. ‘This officer should have sufficient technical knowledge of 
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grain to enable him to clear up minor misunderstandings about the stan- 
dards of the various grades. Where dissatisfaction existed over the quality 
of a consignment he should procure representative samples from it for 
immediate dispatch to the Board. In instances where the complaint 
related to a shortage in weight he should conduct an investigation at the 
port of unload for transmission to the Board. Such an officer would 
undoubtedly remove many misconceptions, speed up the procedure for 
dealing with complaints and eliminate irritation caused by delay in their 
disposition. 

I think that preferably this officer should be attached to the Board 
of Grain Commissioners but for general administrative convenience he 
should be in contact with Canadian Government agencies in London, 
Liverpool, Bristol, Glasgow, etc., and at nearby points on the continent. 

In order to ensure the greatest degree of efficiency possible before 
taking up his duties the officer should spend several months under the 
direction of the Board familiarizing himself with practice in the inspection 
department, with the routine of weighing and delivery to vessels, and with 
such aspects of the work of the Grain Research Laboratory as are likely 
to prove useful to him. Further, in order to keep abreast of the Canadian 
grain situation, he should spend the month of August each year with the 
Board in Winnipeg in intimate touch with the inspection department and 
the Laboratory so that he would be fully acquainted with the character- 
istics of each crop as it became available for export shipment. 

Apart from his primary duty of investigating complaints such an 
officer should be able to supply reliable information on the general trend 
of marketing conditions for Canadian grain in the United Kingdom and 
on the Continent. 

At the present time when a sample of grain is received by the Board 
of Grain Commissioners in connection with an overseas complaint the 
practice is to send it to the Chief Grain Inspector for Canada who examines 
it and makes a full report to the Board upon its quality and its eligibility 
for the grade for which it was sold. The movement of the shipment in 
question is also traced back from the port of unload through the various 
transportation links to the place of shipment from a Canadian terminal. 
If the Board is of the opinion, in view of the Chief Inspector’s report, that 
the quality of the shipment is below the export standard, in cases of direct 
consignment from a Canadian port, it recommends to the Government 
that an allowance be made to the overseas purchaser to compensate for 
the deficiency. A defect in this procedure is that in making a report on the 
quality of the sample submitted to him the Chief Grain Inspector is pass- 
ing upon the work of his own officers. I think consideration should be 
given to the advisability of making a change in this practice by providing 
for the submission of the overseas sample in the first instance to the appeal 
tribunal at Winnipeg, which rules in disputes over the quality of grades of 
grain moving eastward entering into trade in Canada. Upon a finding as 
to the grade from this tribunal the sample could then be submitted to the 
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Chief Grain Inspector for full analysis, tracing of the shipment and his com- 
ments. With this change a British or foreign importer would have the 
assurance that he was receiving precisely the same treatment as the Cana- 
dian farmer or grain merchant. The principle involved in this suggestion 
is really that of equality of treatment. 

If an officer were stationed in London to receive and investigate com- 
plaints it is likely that at the outset, at any rate, there would be more com- 
plaints made with increased compensation payments possible. But it must 
be remembered that the present slow and unsatisfactory method probably 
limits the number of complaints while provoking discontent. During the 
last five fiscal years there has been an average of 15 complaints yearly on 
the quality of shipments and an average of between 6 and 7 yearly on 
shortage in weights. During this period allowances recommended by the 
Board and paid totalled $7,186.33, or on the average $1,437.27 yearly. 
For the same period the value of the average annual Canadian export of 
grain to the United Kingdom and the Continent is estimated at $140,546,- 
590. In view of the magnitude of the trade and its importance to Canada 
évery reasonable effort should be made to satisfy the importer. A con- 
siderable increase over the present amount paid by way of compensation 
to purchasers in the event of dissatisfaction would still be a very small 
percentage of the annual value of grain exports. In the physical hand- 
ling, inspection and weighing of such a vast quantity of grain annually, 
it must be recognized that even with the greatest of care, there will be a 
margin of error. In addition to subjects of complaint requiring compen- 
sation, there are others of a more general kind that should receive atten- 
tion. I have referred to some of these in Chapter VIII. 

Finally, members or a member of the Board of Grain Commissioners 
should visit the United Kingdom and the Continent every two or three 
years not for the purpose of dealing with specific complaints but to meet 
associations and principals and to discuss with them any problems of a 
general nature requiring consideration. This would tend to solve major 
problems and to inform the Board upon desirable changes in legislation 
or policy. 

By these methods I believe that whatever dissatisfaction there may 
be with the Canadian system of marketing grain on the basis of certificate 
final could be greatly reduced. 


Ex-EvuropEAN MARKETS 


While there are a great number of countries outside Europe that 
import wheat, the quantities imported, with a few exceptions are quite 
small. Mr. Cairns lists 22 European wheat importing countries and 119 
importers outside Europe. About 40 per cent of the world wheat and 
wheat flour imports have been taken by the United Kingdom in recent 
years, a similar percentage by Continental Europe and the remaining 
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20 per cent is scattered among the 119 ex-European importers mentioned 
above. Among these latter countries, the most important are in South 
America, Brazil (importing 30 or 35 million bushels), Bolivia and Peru 
(importing 5 to 6 million bushels), and are mainly supplied by Argentina. 
Japan, China and Manchuria were at one time important markets for 
Australian and Canadian wheat, but the trend of imports there has been 
definitely and swiftly downward until, in recent years, this market has 
been taking practically negligible amounts of wheat. Certain African and 
Asiatic territories also import small quantities, mainly from contiguous 
countries. 

The only action I can suggest in relation to these countries is that 
which lies within the ordinary international activities of the Government 
of Canada through its agencies. 


Tue Near Furure 


I return now to the marketing problem. 

I have expressed my opinion upon the question of the method which 
should be pursued under normal conditions, and in the interest of the 
wheat producers, as well as in that of the country as a whole, the return 
of such conditions is eagerly hoped for. But upon the facts before me 
today, I must say that such return is not immediately in sight. I think 
that there are several factors in the present situation which cannot be 
ignored and which call for special action. For instance, I am disappointed 
in one important respect: world wheat exports for the year 1936-37 were 
622 million bushels, but in this present year, 1937-38, they have fallen 
off considerably and are now estimated, by the Secretariat of the Wheat 
Advisory Committee not to exceed 520 million bushels. This estimate is 
confirmed by that of other competent observers. On the other hand, the 
United States 1938 crop promises to reach 900 million bushels, with a 
considerable carry-over likely to be added to it. The Secretariat above 
referred to estimates that the area sown for harvest in 1938 in European 
countries is substantially larger than last year, and, that, with normal 
weather until harvest time, the world yield in 1938 will be considerably 
higher than in any year since 1933. I note that in Winnipeg the May future 
closed to-day (April 30) at $1.204b. and the October future at 88% cents. 
In another aspect of the situation there are certain world factors of 
uncertainty which cannot be ignored. 

For all these reasons (and notwithstanding the adverse considerations 
to which I have referred in relation to government Boards) I do not feel 
that I can suggest the immediate dissolution of the Canadian Wheat 
Board. There is a strong possibility that conditions may develop which 
will require a measure of assistance in the marketing of the coming crop, 
and I do not know, of course, how long these conditions may continue 
after the final chapter of this report is written. In the meantime I can 
think of nothing better to suggest than that the Board be maintained to 
meet any situation which may arise. 


195 


While the Board is in existence it can continue, and, if deemed advis- 
able, extend the work recommended for the proposed Canadian Wheat 
Institute. 

The paragraphs of the Order in Council enumerated respectively 3 
and 4 give rise to certain questions of a special and temporary character 
somewhat outside the general scope of the inquiry. For this reason, and 
so as not to break the continuity of this report, I have dealt with these 


questions in two addenda, A and B, which will be found at the beginning of 
the Appendix. 
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APPENDIX A 
ACTIONS OF THE CANADIAN WHEAT BOARD IN DECEMBER, 1935 


The Order in Council directs me to inquire into: 


“The extent, if any, to which the Canadian Wheat Board pro- 
tected speculative short interests in the Winnipeg Wheat Market in 
December, 1935, immediately following the higher price fixed by 
the Argentine Government for Argentine wheat; and the effect, 
whether beneficial or harmful, of any such action taken by the 
Board.” 


This paragraph suggests that the members of the Board may have exer- 
cised their powers as sellers of wheat in such a manner as to make Board 
wheat available to these speculators in such quantities and at such prices 
as to enable them to save themselves, wholly or partly, from losses which 
they otherwise would probably have suffered by reason of the action of 
the Argentine Government. 

A change in the personnel of the Canadian Wheat Board took place 
in December, 1935. Mr. J. R. Murray became chairman of the Board on 
December 3. The other two appointees were Mr. G. H. Mclvor and Mr. 
A. M. Shaw. On the day of Mr. Murray’s appointment he was in Ottawa, 
Mr, MclIvor was in Winnipeg and Mr. Shaw was in Saskatoon. Mr. 
Mclvor took charge of the Board’s office on December 5. It was not until 
December 9 that the three members met together in Winnipeg for the 
purposes of organization. 

At that time the policy of the Argentine Government, designed for the 
assistance of that country’s producers, was to purchase all wheat delivered 
to it at a price equivalent to 53 cents a bushel, the Government thereby 
becoming the owner of the wheat and holding itself free to resell it at 
any price it chose to take without being accountable to the producer. In 
reality, the market price at the time was so much higher than 53 cents that 
the Government was not receiving any wheat. 

I have already shown that when Mr. Murray and his two fellow 
commissioners took office the Board had on hand about 295,376,167 bushels 
of wheat and wheat futures (with more of the 1935 crop to come) and that 
it was the duty of the Board to sell this wheat. In pursuit of this end, the 
Board decided, among other things, to approach the exporters of wheat 
with a view to making an arrangement which would facilitate export sales. 
Mr. Murray’s account of the matter is in the evidence at page 11648: 


“The Board asked the exporters to hold a meeting, and at the 
request of the Board I attended that meeting, and told the exporters 
that we wished them to feel free to offer wheat for sale, that since 
practically all the wheat in the country was in the hands of a govern- 
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ment agency they did not need to be afraid that, if they did offer and 
sell a lot of wheat overnight the government agency would, when 
they as exporters came to buy in their hedges, make it difficult, 
expensive for them to buy those hedges in. They were asked to 
appoint a committee to meet the Board and make any suggestions 
that they might see fit which in their opinion might expedite and 
encourage the sale of Canadian wheat.” 


As a result of negotiations, the following arrangement was made on 
December 11, 1935, as evidenced by an extract from the minutes of the 
Board which reads: 


December 11, 1935.—“ The Board agreed to make wheat avail- 
able to exporters in sufficient quantity to cover their overnight 
acceptances during the first ten minutes after the opening of the 
market at not more than 4c. over the previous day’s close.” (Evi- 
dence p. 11522.) 


In explanation and justification of this arrangement, the Chairman’s 
evidence is as follows: ; 

“Q. Now, was an arrangement of that kind new as far as you 
know in the history of the grain trade? The history, at least, of 
any governmental participation in the grain trade? 

A. Yes, it was new in so far as it was an arrangement entered 
into with all people who were interested in that phase of the grain 
business. It was not an entirely new practice, because our pre- 
decessors had given wheat to exporters at a quarter of a cent over 
the previous day’s close; but they did not have an understanding 
or agreement with all the exporters. They did it on some océa- 
sions, but not with all of them. 

Q. Now, what consideration influenced you in making this 
arrangement with the exporters? 

A. Our business was to do anything we could to promote the 
export of Canadian wheat, of the very large stock of wheat that 
was in Canada at that time. The exporters, having connections 
and offices in all the importing countries, were the natural and 
proper people to do that business. In the Act, of course, it was laid 
down as our duty that we should use the existing facilities in the 
trade unless we found that they were not operating satisfactorily, 
when the Act gave us other powers if we wished to use them. We 
therefore considered that the exporters were salesmen for Canadian 
wheat, and we wanted them to get busy and try to sell it. For that 
reason we made that arrangement with them. 

Q. That was, in addition to offerings in the pit? i mean, 
why would you do that in addition to offering wheat in the pit? 
How did you think that promoted the sale of Canadian wheat? 
More helpfully than to simply offer wheat in the pit freely? 
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A. It encouraged the exporters to make their overnight offers 
without— They did not offer from the fear that they might be buy- 
ing their hedges in the next-morning, might have to pay an out- 
rageous price for them; therefore they would offer their wheat more 
freely.” (Evidence pp. 11649-50.) - 


This arrangement with the exporters was terminated by the Board 
on December 19, some time after that morning’s transactions had taken 
place. The reason given by the chairman for this termination was that, 
as it turned out, the effect of this direct dealing between the Board and 
the exporters was to lessen activity in the pit. The export business done 
was not properly reflected there, and in the opinion of the Board this made 
the market too quiet. 

The first sales made by the Board to exporters under the arrangement 
of December 11 were in the morning of December 12. 

In the evening of December 12, 1935, the Argentine Government 
announced in Buenos Aires that it had decided to raise its price of wheat 
to the producers to the equivalent of 90 cents a bushel, an increase of 
37 cents over the previous minimum price of 53 cents, and 18 cents over 
the Buenos Aires market. price of 72 cents on the 12th December. 

The news of this announcement reached Winnipeg in the early morn- 
ing of December 13. Mr. Murray thinks it was first communicated to 
him over the telephone by Mr. Mclvor. The three commissioners met 
before 8 a.m. to discuss the situation in the light of this Argentine incident. 
They concluded that the news would create some buying activity and that 
the coming market day would be a good time to sell. They therefore 
decided to try to sell at least 10 million bushels that day. But, consider- 
ing all the facts relating to the Argentine situation, they did not believe the 
action taken by the Government of that country would have a iasting 
upward effect on world markets. These facts, known to the grain trade 
for at least six weeks, were that the Argentine crop was very short, and 
that the country’s supplies would probably be sufficient only for domestic 
requirements and for Brazil’s import needs. On the other hand, Canada 
and Austrailia had large quantities for sale, Europe had harvested very 
large crops and the world demand was at its lowest level since the War. 
Moreover, the fact that the Argentine Government paid 90 cents to the 
producers for wheat delivered at Buenos Aires did not mean that it would 
hold its wheat for sale to Europe at that price. On a previous occasion 
the Government had paid the producers 53 cents, but had sold at world 
prices and taken a loss. 

So the members of the Board decided that the best thing to do was 
to take advantage of the immediate bullish effect of the announcement 
and sell a large quantity of their holdings on December 13. The May 
future on the Winnipeg market had closed the previous day at 86% cents. 
At that time there was in effect a regulation of the Grain Exchange limit- 
ing the daily price range to 3 cents above or below the previous close. 
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The Board sold 20,164,000 bushels, of which 11,608,000 bushels were sold 
in the pit at the upward authorized three cent limit, 89% cents, and 
8,556,000 in part to importers under the arrangement of December 11 and 
in part to millers under an arrangement made with them and which I 
shall refer to later. All the Board’s futures were May futures. 

The following table from the auditor’s report will show total clearing 
house transactions and all sales of futures made by the Board on the days 
investigated by them, December 13 to December 19, inclusive: 


DECEMBER, 1935 
(Bushels, 000’s omitted) 


==: 13th 14th 16th 17th 18th 19th 


OO as SER a a EL See ee ee eee tb eee eee 


Clearing House Totals........... 33, 864 16,384 11, 696 9,390 10,475 21117 
Deduct—Futures acquired by 

Wheat Board against cash 

REAM Sales qey heey fge es 2), 1,485 1,985 2,933 1,510 3,053 10,870 


32,379 14,399 8,763 7,880 7,422 10, 247 


Wheat Board Sales of Futures at i 
Overnight EXPOrt Prices: ss. 40 6... 8, 556 1,411 1e2b7 924 813 1, 687 
FEMUR DEICES AeA an kas) Abicieoeee th 11,608 1,245 875 1,550 1,894 BEB YC 


20, 164 2, 656 2,132 2,474 2,707 3,024 


(Evidence p. 11530.) 


The suggestion underlying the reference to me is that the members 
of the Board acted as they did on December 13 in order to “ protect,” or 
in an attempt to “ protect” speculative short interests. Such action would 
have been misconduct on their part, because their obvious duty was to 
regulate their transactions in the interests of those for whom they were 
acting, the Government of Canada and the producers, and they could not 
have protected speculative short sellers without sacrificing those interests. 
The inference must be that they deliberately sold a large quantity of wheat 
at prices lower than those which they ought to have received, and did this 
in order to make these unduly low prices available to short speculators or 
to check the rise in the market in order to assist these speculators in 
covering. 

All three commissioners were examined on this point and, as the 
suggestion concerning their conduct is of a serious character, I think it well 
to cite here what each of them had to say: 


Mr. Murray’s evidence: 
“@Q. Did you know that there was a speculative short interest 


in the market, and that some of this wheat probably would be taken 
up by those short interests? 
A. You ask me if I knew there was a speculative short interest? 


(), Ves. 
A. Of course no one would know that unless they had access 


to the books and records. You want to relate this to what we did 
that day? 
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Q. That is right, to your sales in the pit. 

A. 1 can tell you one thing very definitely, Mr. Ralston; the 
fact of whether there was a short interest or a long interest or any 
other kind of interest never entered my mind that day. I never 
thought about them. 

Q. Why? 

A. Perhaps because they had not been talked about for six 
months, so much as they were; perhaps because I was one of a 
Board that was very busy with a more important problem and there 
was an important decision to be reached. Perhaps I should not say 
a more important problem, but I just never thought about them; 
that was all. If you ask me would I expect that there would be a 
speculative short interest in the market I would say I would expect 
that any time in a futures market, a short interest, a speculative 
short interest, and a speculative long interest. 

@. The question is referred to in the Order in Council, whether 
the Canadian Wheat Board protected short interests that day, and 
that is why I am asking you if you knew there was a short interest 
there and what you did about it. 

A. No, I did not know there was a short interest there. 

Q. But if you had known there was a short interest there 
what would have been your action in connection with pit sales? 

A. Just the same as it was. 

Q. Why? 

A. Because we wanted to sell wheat.” (Evidence pp.11668-69.) 

“Q. What was your purpose in putting the wheat into the pit 
that day for sale? 

A. To sell it for what we thought was a good price. 

Q. Were you concerned with who was the purchaser? 

A. No. 

Q. Now I want to ask you, just right at this point, what do 
you say now as to this suggestion that there might have been some 
approach made to you by someone who was short on behalf of 
someone who was long that you put wheat into the pit so as to 
make it available to these short interests? Was there any sugges- 
tion of that kind made to you? 

A. You are asking me, was there any such approach made to 
us? No, none. 

Q. Direct or indirect? 

A. Directly or indirectly. No, none whatever. 

Q. Was there any discussion between you and your colleagues, 
either directly or inferentially, with regard to the making of wheat 
available in the pit for short interests? 
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A. Certainly not, and I think I answered that already, Mr. 
Ralston, when I told you that the question of shorts never entered 
my mind that day. If there had been such a discussion obviously 
it would have entered my mind.” (Evidence p. 11673.) 

Mr. Melvor’s evidence: 

“Mr. Rauston: . . . Coming back to December, 1935, Mr. 
Mclvor, had you any knowledge or intimation or substantial impres- 
sion that there was a speculative short interest of substantial pro- 
portions in the Winnipeg market at that time? 

Witness: I did not know. 

Q. Had you any impression that there was any speculative 
short interest? 

A. To be quite candid about it, I do not think I was thinking 
about it, and if I had been thinking about it, I do not think I would 
have known.” (Evidence p. 11725.) 

“Q. Was there any suggestion to you, either directly or in- 
directly, by anyone, either your colleagues or anyone else, that you 
or your Board might assist speculative short interests by putting 
wheat in the market by way of pit sales? 

A. No, none at all. 

Mr. Rausron: The question was: Did any person or any 
body of persons request you to commence selling or make available 
wheat in the pit in large quantities on that day or during those days 
following the Argentine rise in price? 

. To my knowledge, definitely no. 

. You mean it was wholly on the initiative of the Board? 
. Absolutely. 

. And was it unanimous? 

Yes. 

. Among all the members? 

. Yes.” (Evidence p. 11726.) 

Mr. Shaw’s evidence: 

“Q. Did the matter of the possible protection of speculative 
shorts or short interests in the market enter into the reasons for 
deciding to sell wheat that day to the extent of ten million bushels 
or the extent of whatever amount was sold? 

A. No. No matters of that kind had any bearing on it at all. 
It appeared, in giving consideration to the report that had come 
out that morning that the price in the Argentine had advanced, 
and naturally one wondered just what effect that would have on 
the market to-day, and it was up to the members of the Board to 
decide what they should do in view of that information. Keeping 
in mind that the fundamental purpose for which we were there was 
to merchandise the wheat that was on hand, we came to the con- 
clusion that this market would likely be a good market to sell on, 
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and we agreed to sell considerable quantities providing it turned out 
as we thought it might. 

Q. Coming back to my question, did the fact that your making 
wheat available in the pit might benefit people with short interests 
in the market influence you at all in taking that action? 

A. Not the slightest. 

Q. And does that same answer apply to the wheat which was 
subsequently sold in the pit from day to day after the 13th? 

A. Yes.” (Evidence pp. 11730-31.) 


Mr. W. C. Folliott was the Board’s sales manager at the time. He 
received his instructions to sell from the members of the Board, from time 
to time during the day. He made the selection of the brokers and decided 
the quantity to be allotted for sale to each of them. He says that he 
employed between 40 and 50 brokers during the session of December 13th. 
He states in his evidence: 


“Q. In offering that. wheat for sale or authorizing brokers to 
sell it, were you influenced in any way by the fact that there might 
be some short speculative interests, which might benefit by having 
that wheat put in the pit and made available? 

A. No, I was not very much interested whether there were 
shorts or otherwise. My instructions were to sell wheat, and I 
called up the brokers and gave the orders, and they would report 
back saying they had sold so much wheat, whatever their order 
may have been. 

Q. Do you mean that whether the purchasers were short or 
long did not concern you at all? 

A. No. As a matter of fact I could not tell just who they 
might make their sales to.” .... (Evidence p. 11734.) 

““Q. And does what you have said with regard to shorts apply 
to the days following the 13th as well as to the 13th? 

A. Yes, sir. 

Q. That is to say, you mean you were not influenced by the 
question as to whether there might be a long or short who might be 
purchasing that wheat? 

A. No, I was not a bit interested. 

Q. Were you ever approached by anybody, either directly or 
indirectly, or did you have it suggested to you that wheat should be 
made available in the pit or through a particular broker, in order 
that some short interests might benefit by it? 

A. No, sir.” (Evidence p. 11735.) 


This evidence is all emphatically to the effect that no wrongful 
approach was made to any members of the Board, that none of them had 
in mind the giving of assistance to any speculative interest, and that the 
Board’s sales policy was determined on the morning of December 13, on 
the opinion, which the members formed, that the news from the Argentine 
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would make that day a good day to sell wheat. Nobody came forward, 
or was brought forward, to contradict this testimony. The evidence must 
therefore be accepted, and the members of the Board exonerated from the 
suggestion of having “ protected speculative short interests,” unless some- 
thing pointing to a different conclusion is to be found in the report of the 
auditors, Price, Waterhouse & Co., who were employed to investigate the 
transactions of December 13 and the following days. This report is filed 
as Ex. 571. Also we have, as Ex. 576, the report of an audit conducted by 
the firm of Glendinning, Gray & Roberts on instructions received from the 
Canadian Wheat Board on December 17, 1935. With these, is to be read 
two other Exhibits, Nos. 577 and 578, prepared by Counsel summarizing 
the first two. 

When the Board made its arrangement with the exporters on 
December 13, 1935, it retained the right to institute an inquiry at any 
time into the purchases made from it by exporters in order to ascertain 
that all such purchases were in fact made and used in connection with 
genuine exports of wheat. The above table shows that on December 13, 
8,556,000 bushels were sold at + cent above the closing price of December 12. 
These sales were made to exporters excepting about one million bushels 
sold to millers under the arrangement made with them. On December 17 
the Board instituted the audit by Glendinning, Gray & Roberts into 
exporters’ purchases of December 13. This audit showed that 511,000 
bushels were bought for purposes not contemplated by the contract. These 
are described in Ex. 577 as follows: 


Bushels 


“ Purchased by U.S. mills to cover domestic sales. . 157,000 


Purchased against contracts ‘the terms of which were such 
that we are not quite satisfied that they covered export 
sles Ou Oatacianywiteatc. Mae.l. cues le Me tel wc u cali 96.000 

Quantity ‘not accounted for to our satisfaction’... .. .. .. 258,000” 

On the basis of this report the respective purchasers paid to the Board 
the difference, 23 cents per bushel, between the special export price and the 
closing price of December 13. It appears that these excessive purchases 
at export prices aggregating 511,000 bushels were attributed in each case 
to a misunderstanding on the interpretation to be given to the words 
‘export business.” None of these transactions was speculative. 

In their report (Ex. 571), the firm of Price, Waterhouse & Co. outline 


the scope of their work and the procedure they followed: 


“The Canadian Wheat Board has, in addition to copies of the 
minutes referred to above, furnished complete data of Wheat Board 
transactions for the above period together with a copy of a report 
made to the Board by Messrs. Glendenning, Gray and Roberts, C.A. 
covering an investigation made by them into certain transactions of 
the Board on December 13, 1935. In the course of our work we have 
been furnished with questionnaires completed by the members of 
the Winnipeg Grain and Produce Exchange Clearing Association 
Limited, and by a number of grain and milling companies and 
brokers carrying on business in other parts of Canada and the 
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United States of America as to their market positions on Decem- 
ber 12 and 13, 1935, and their trades for the latter day. We have 
also been furnished in many instances with sworn statements 
regarding export sales covering a period from December 13 to 19, 
1935 inclusive whilst officials of the Grain Exchange and of the 
Clearing House have given us official confirmation of ruling prices, 
volume of trading, etc., on the Winnipeg market during the period 
under review. . .” 

“Tn addition to all. this material which has been the subject 
of close analysis and tabulation we have visited many of the offices 
of the companies in Winnipeg and made further inquiries and 
examinations of records pertinent to our investigation. Further 
specific reference to all of the above, will be found later in this 
report.” 

“Tt should be stated that the Wheat Board disposed of futures 
in two ways, namely:— 

(1) Under the arrangement regarding overnight export 

acceptances and 

(2) By sales in the pit. 

“We present herewith the facts as we have obtained them 
regarding both kinds of transactions so that your Commission will 
have the benefit of this information in determining the questions 
referred to you for investigation.” (Exhibit 571, pp. 2, 3 and 4.) 


In reference to this first citation I must say a word now in regard to 
the arrangement with millers already mentioned. The extract from the 
Board minutes regarding this arrangement is as follows: 


-“ December 13, 1935.—The Board agreed to make wheat avail- 
able to millers up to 10 a.m. on the basis of the previous close in 
sufficient quantities to cover overnight export sales of flour.” (Evi- 
dence p. 11522.) 


Although this minute is entered on December 138, the facts show that 
on the two previous days the millers were allowed to purchase these 
futures at the same price as the exporters. Afterwards, the basic price 
mentioned in the minutes became effective. This arrangement with the 
millers continued, until August, 1936. 

In reference to their probe into the sales to exporters and millers, on 
December 13 the auditors’ report reads: 


“The above comments cover the sales on December 13, 1935, 
at the Board’s overnight export price. Whilst the affidavits are not, 
as indicated above, complete in every respect we are reasonably 
satisfied, subject to the above comment on the item of 703,000 
bushels and 40,000 bushels of excess futures purchased by an 
exporter, that all of the futures sold by the Board at the overnight 
export price were bought by the purchaser in connection with con- 
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_ current overnight export business covered by the arrangement 
with the Board. 

“On the matter of December 13, 1935, overnight export busi- 
ness, Messrs. Glendinning, Gray and Roberts, C.A. also made an 
investigation and reported thereon, as already - mentioned, under 
date of March 6, 1936, to which report we would refer you.” (Ex. 571; 
p, 9.) 


The auditors’ comment on the item of 703,000 bushels is as follows: 


“ (f) Purchase of futures for account of Foreign affiliate reported 
in writing by Clearing Member but request for sworn state- 
ment of export sales by Foreign affiliate not complied with 
ees 000. (UX. OC D. 8.4 


In respect to this item of 703,000, Mr. Gray of the firm of Glen- 
dinning, Gray & Roberts gave evidence and said that he had satisfied him- 
self on the occasion of the audit conducted by his firm that the sales 
represented by this bushelage were genuine export sales. He said that 
he had seen the cables and sales documents referring to the purchases and 
shipments. 

During the five other days covered by the Price, Waterhouse audit, 
December 14 to 19 inclusive, the aggregate sales to cover exports were 
5,887,000 bushels, about two-thirds of what was sold on the 13th. The 
auditors find that the whole of these sales were for export excepting 
169,000 bushels as to which they say: 


“(e) Purchase of futures for account of Foreign affiliate reported in 
writing by Clearing Member but request for sworn statement 
of export sales by the Foreign affiliate not complied with... . 
169,000.” (Ex. 571, p. 30.) 


Coming now to the Board’s pit sales, the auditors deal first with those 
of December 13, which aggregated 11,608,000 bushels. The table already 
set out shows the whole of the Board’s pit sales during the six days inves- 
tigated. 

The auditors applied themselves to the task of ascertaining the specu- 
lative short interest in the Winnipeg market at the close of trading on 
December 12. Their report (Ex. 571, p. 26) shows a total short interest 
of 177,682,000 bushels (offset, of course, by the same volume of longs) of 
which only 6,089,000 were definitely “ speculative short interests ” to which 
should probably be added an amount of 1,927,000 bushels, being the short 
position of 272 small miscellaneous customer accounts, of which the 
auditors had no information, but which appeared to have been the small 
speculations of members of the public. On this basis the total short 
interest at the close on December 12 was 8,016,000 bushels; at the close 
of the following day, December 13, this figure had been reduced to 
4,203,000 bushels. The investigation shows that the difference, 3,813,000 
bushels, is attributed to pit sales of Board wheat. It will be remembered 
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though, that according to the Board evidence, particularly that of Mr. 
Folliott, who instructed the brokers, the members of the Board had no 
means of knowing who the buyers were in thesé pit transactions. Still 
less could they have known who the buyers from the first buyers were; 
becatise the figures given here represent the result of many sales and 
resales. 

Regarding the Board’s pit sales on the five following days, the 
auditors made no attempt to trace these, because they were relatively 
small in volume and do not appear to have had any appreciable effect on 
prices. In any event it would have been extremely difficult to trace Board 
sales in view of the great volume of other pit sales made on each of these 
days. 

The evidence shows, therefore, that a number of short speculators 
became active buyers on December 13. The members of the Board say 
that they formed the opinion in the early morning that buying would be 
active on that day, making it, from their pomt of view, a good day to 
sell. But the mere fact that the Board sold and that short speculators, 
among others, bought does not show that the Board was protecting any 
buyer. 

The question whether the members of the Board acted wisely or 
unwisely in selling a large quantity of wheat on December 13 is one which 
I am no more competent to judge than any other person who, with the 
history of the period before him including market prices and activities 
on, before and after that date, may care to express an opinion. If they 
had refrained from selling in large quantities on that day, their abstention 
might likewise have caused some unfavourable comment later, on the 
ground that they had failed to take advantage of a good opportunity to 
‘sell. In any case, it does seem that the upward turn of the market caused 
by news of the Argentine incident was not of long duration. Short specu- 
lators who rushed to buy on December 13 might have done better by 
waiting until later. . 

In answer to the question arising out of paragraph 3 of the Order in 
Council, I find, on the whole of the evidence that the members of the 
Board cannot be said to have protected speculative short interests in the 
Winnipeg wheat market in December 1935. The Board, in the exercise of 
its legitimate discretion, decided that it was advisable to sell. They sold 
without, of course, knowing what proportion of their sales would fall to 
speculators and what proportion to others: and I cannot see how a knowl- 
edge that short specuiaiors were buying should have deterred them from 
selling, if they had such knowledge. 

This being my opinion, the second question as to the effect of any 
such protection does not call for an answer. 


Respectfully submitted, 


(Sed.) W. F. A. TURGEON, 
Commissioner. 


APPENDIX B 
THE SASKATCHEWAN OATS QUESTION 


Paragraph 2 of the Order in Council reads as follows: 


“ All transactions since the year 1930 pertaining to the handling 
of grain for relief and seeding purposes in the Provinces of Manitoba, 
Saskatchewan and Alberta under the Dominion Government guar- 
antee, or otherwise.” 


Relief measures taken by the Dominion and provincial Governments 
in Alberta, Saskatchewan and Manitoba have already been dealt with in 
Chapter IX. Paragraph 2 above deals more specifically with “ trans- 
actions pertaining to the handling of grain for relief and seeding purposes.” 
This paragraph gave rise to only one subject of inquiry before me. It took 
the form of a controversy between the Dominion and the Saskatchewan 
Governments having to do with certain dealings in oats. 

I heard a great deal of evidence and of argument in this case, and it 
was necessary I should do so in order to clarify a very complex situation, 
but when all has been said, the essential position is simple enough. In the 
autumn of 1934 the Saskatchewan Government found itself confronted 
with the necessity of acquiring a large quantity of oats to be distributed 
for feed and seed relief purposes. The estimated requirements were 
between 5 and 6 million bushels. This figure had to be inereased later 
very considerably on account of a scarcity of feed wheat which the Gov- 
ernment were also buying; so that in the result the oats distributed 
amounted to 8,443,592 bushels. When buying operations were decided 
upon in the autumn of 1934, the market prospects showed a probable 
shortage in oats to come. It was therefore decided to buy futures in order 
to ensure a sufficient supply. Pursuant to this decision oats futures were 
bought to the extent of 4,696,000 bushels; about 4 million bushels in 
November and December and the remainder at various later times up to 
April 3, 1935. Distribution went along, and on the first of May, 1935, 
the Government found itself with 3,188,000 oats futures in hand, 
which had cost them, according to the evidence of Mr. Gordon Brown, 
an average of 46 cents a bushel, and on that date the quotation ior the 
May future was 39% cents. The position therefore was that the futures 
held by the Government were worth, on market quotations, about $195,000 
less than they had cost in the fall and winter. This amount of futures 
was never increased at any time, but by many transactions extending over 
until April, 1937, they were finally disposed of at a loss of $206,948.81, 
representing approximately 4:4 cents a bushel on futures or 24 cents on all 
oats distributed. The difference between the book loss, $195,000, on 
May 1, 1935, and the actual loss two years later was therefore only about 


$12,000. 
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There is no question that, in the fall of 1934, the expectation of a 
scarcity of oats, and a consequent rise in prices, was apprehended by 
market students. The evidence on this point is uncontradicted. The 
Government therefore were well advised to enter upon the purchase of 
futures as security for the obtaining of necessary supplies. As things turned 
out, however, the scarcity did not develop, and oats prices declined instead 
of rising. This, of course, was due to market chances which no one could 
be expected to foresee with certainty. 

The controversy before me arises out of the fact that the purchases 
of futures were made on behalf of the Saskatchewan Government by the 
Canadian Co-operative Wheat Producers Ltd., of which Mr. John I. McFar- 
land was then general manager, his transactions on behalf of the Province 
being conducted on the strength of a guarantee to the Banks concerned 
given by the Government of Canada. Mr. Gordon Brown, already referred 
to, acted as expert adviser to the Province and as its agent in instructing 
the Co-operative in reference to purchases and sales of futures. 

It became apparent in March that the Government would not require 
all the futures which they held and that they had probably one million 
bushels too much, and the Government authorized Mr. Brown to use his 
judgment in disposing of this excess and to confer with the Co-operative 
officials as to the advisability of doing so. Following upon this, many 
interviews took place between Mr. Brown on the one side, and Mr. McFar- 
land and Mr. Mclvor on the other. There is some contradiction as to 
what occurred at these interviews, as to the soundness of the opinions which 
the Co-operative officials gave Mr. Brown about selling, or holding, but 
in the result the evidence does not show that the Co-operative officials 
ever disobeyed any positive instructions which they received. On the 
whole, and speaking of the period up to May 31, Mr. Brown appears to 
have thought that the Government’s loss on the futures could be avoided 
or lessened by holding, as he felt confident the market would improve. As 
a matter of fact the price did rise during May from 39% on the first of the 
month to 444 cents on the 28rd. But the next day it fell 4 cents and 
remained at about 41 cents until the end of the month. 

At the end of May the Saskatchewan Government’s position had 
changed to the extent that it now held about 3 million bushels which were 
no longer required. This was because of the fact that, in order to encourage 
the sale of cash oats by farmers to elevator companies so as to make 
supplies available for distribution, the Government had fixed a flat price 
to the farmers for all oats delivered. The elevators were buying these 
oats from the farmers and turning them over to the Government without 
hedging and this practice lessened the need of futures. The only point 
left has to do with the disposal of these 3 million bushels. 

On June 13, 1935, a meeting was held at Winnipeg between Saskat- 
chewan Government representatives, including Mr. Brown, and Mr. Mclvor > 
acting for the Co-operative. The decision arrived at on this occasion 
was to leave the selling of these futures to the Co-operative officials, who 
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were to dispose of them as they thought advisable having regard to the 
market. This decision seems to me to have been a reasonable one, The 
Government was naturally not anxious to remain in the oats futures market, 
and the best course for it to pursue would appear to be, not to throw this 
large quantity of futures on the market at once, but to leave the disposal 
of it to be made from time to time by experienced and capable agents. 
After all, this is the position any person takes who entrusts his grain or 
other commodity to another person to dispose of for him. 

Mr. Brown then dropped out of the proceedings, and from that time 
on all communications exchanged were between the Government and the 
Co-operative. 

The Co-operative itself had a certain quantity of its own Pool oats 
to sell. It was agreed on June 13 that whenever a sale was made, 
two-thirds of it would be allotted to Saskatchewan Government oats and 
one-third to Co-operative oats. This arrangement was carried on until 
the coming into force of the Canadian Wheat Board Act and the conse- 
quent necessity of settling with the Pools, when the Co-operative proceeded 
to sell its Pool oats without dividing sales with the Saskatchewan Govern- 
ment. This occurred in October and November, 1935. It was fortunate 
for the Saskatchewan Government that the 2 to 1 arrangement in regard 
to these sales was not carried out, because the prices realized were low, 
being about 31 and 32 cents a bushel. 

This left the Saskatchewan Government holdings at 2,452,000 bushels, 
on December 31, 1935. These were used for the purposes of seed and feed 
distribution in 1935-36. On April 30, 1936, the futures remaining amounted 
to 1,787,000 bushels. Then in June, 1936, 930,000 bushels were sold. 
Finally in March and April, 1937, the remainder of the futures were used 
ag give-ups in connection with purchases of cash oats for relief operations. 

All these transactions, therefore, extending over the long period between 
November, 1934, and April, 1937, and affecting the necessary distribution 
of relief grain for three seasons, result in a net loss of $206,000. It may 
be easy to say now that sales of futures made at one time would have 
been more profitable than at another, but those acting in good faith had 
nothing but day to day opinions and prospects to guide them. 

In this connection, it appears from the evidence before me, that the 
Saskatchewan Government carried on wheat distribution activities in the 
fall of 1934 and the winter of 1935, at the same time as these oats were 
being distributed. Here again they dealt in wheat futures, and here again 
the Co-operative acted as their agents. On these wheat transactions, the 
Government made an actual profit of $43,137.61. This was realized 
because the price of wheat went up while the price of oats went down. 

I cannot find that Mr. McFarland or Mr. Mclvor, or any other 
Co-operative official acted in any wrongful manner in so far as they were 
concerned, by disobeying instructions or otherwise. Consequently I think 


57642—14 


210 


that in the matter in controversy before me no claim can be set up against 
the Co-operative or against the Government of Canada. 

A question was debated as to the merchant’s commission on futures 
bought or sold, agreed to be charged by the Co-operative to the Saskatche- 
wan government on the transactions involved. The Grain Exchange rule 
calls for a commission of + cent per bushel. It was sought to be estab- 
lished on behalf of the Province that by an oral agreement made in 
Winnipeg in the fall of 1934, the Co-operative agreed to charge only 
4 cent per bushel. Such an arrangement would have been a breach of the 
Grain Exchange rule binding upon the Co-operative and entailing penalties. 
The Co-operative officials do not admit the making of any such arrange- 
ment, and, the evidence in support of it is too indefinite to be acted upon. 
I must hold that the 4+ cent commission was properly chargeable. 


Respectfully submitted, 


(Sgd.) W. F. A. TURGEON, 


Commissioner. 
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Continental Grain Co., Ltd., Paris, France. 


. Messrs. James Aitken & Sons, Ltd., Glasgow, Scotland. 


Farmer, Scollard, Alberta. 

Instructor in Economics, University of Manitoba. 

ad of Farm Management, University of Saskat- 
chewan. 


..N. V. Internationale Controle, Mij, Rotterdam, Holland. 


H. Wiener & Co., Rotterdam, Holland. 


..Member, Incorporated National Association of British 


and Irish Millers, London, England. 
Deputy Minister of Agriculture, Province of Saskatchewan. 


B 


.. Assistant General Manager, Dominion Bank of Canada, 


Winnipeg. 


... Vice-President, Liverpool Corn Trade Association. 
.. Farmer, Fairview, Alberta. 


Farmer, Nipawin, Saskatchewan. 

Farmer and Director of Alberta Wheat Pool, Manville, 
Alberta. 

European Commissioner, Canadian Wheat . Board, 
London, England. 

Formerly Option Clerk, Canadian Co-operative Wheat 
Producers Limited, Winnipeg. 


. Montreal Agent, James Richardson & Sons, Ltd., Mem- 


ber, Montreal Corn Exchange Association Council. 

Vice-President, Rotterdam Grain Futures Association. 

Farmer, Humboldt, Saskatchewan. 

Manager, Central Grain Office, English Co-operative 
Wholesale Society, Liverpool, England. 

President and Managing Director, Manitoba Wheat 
Pool, Winnipeg. 

Grain Purchasing Adviser to Saskatchewan Government, 
Regina. 

H. J. Decker & Co., Liverpool, England. 

Vice-President and General Manager, Hall Bryan, Ltd., 
Vancouver. 

Accountant, Purchasing Department, Fodder Branch, 
Department of Agriculture, Province of Saskat- 
chewan. 

Farmer, Wellwood, Manitoba. 

Croll and Burke, Ltd., Exporters, Vancouver. 


Cc 


Secretary, Wheat Advisory Committee, London, Eng- 
land. 

Barrister, representing Citizens’ Wheat Board and Price 
League, Saskatoon. . 

Grain Commission Merchant, Winnipeg. 

Freight Traffic Supervisor, Province of Alberta. 

Farmer, Austin, Manitoba. a, 

Inspector in Charge of Lakehead Terminals, Fort William, 
Ontario. 

Farmer, Regina. 

Farmer, Carseland, Alberta. 

Farmer, Bechard, Saskatchewan. 
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D e 
DARBY, VAR THUR Ho. ee Secretary, Winnipeg Grain Exchange. 
DAVIDSON, ERT. 0. ci5. cs epbie ais Farmer, Neepawa, Manitoba. 
DAVIDSON, Cirvn B......3...-> Secretary, Canadian Wheat Board, Winnipeg. 
DENTON, WILLIAM............. Farmer, Benton, Alberta. 
DOB WARS LAVTD.t uiero ole \e ey ier Member, London Corn Trade Association. 
Dickrnson, FrRepDERIcK L....... Vice-President, Canadian Seed Growers’ Association, 
Winnipeg. 
DIXON, ADIES VE arr cute tee 1 ate Dixon Investment Co., & Chairman, Rabone, Petersen 
& Company, Export Merchants, Birmingham, 
England. 
Dow ter, WILLIAM J........... President, Winnipeg Grain Exchange. 
IDO sGH A WTUGLANGS Feoneiesuitsredie re Farmer, Beulah, Manitoba. 
DRENNAN, KuitH W., C.A...... Manager, Winnipeg Office, Price, Waterhouse & Co. 
E 
Epwarps, GEORGE F........... Representing On-to-the-Bay Association, Regina. 
EINARSSON, JOHANNES.......... Farmer, Calder, Saskatchewan. 
HUVANS, (J OFNi i 1s ac tiers Cink oy eam Farmer, Saskatoon. 
Evans, Dr. W. SANFORD........ Manager, Sanford Evans Statistical Service, Winnipeg. 
F 
FETTES, CHARLES {6 odo .0.c65e1,c) 6 ¢ Farmer, Gladmar, Saskatchewan. 
FENDLAY, ROBHRT'C.. .. i/o... eeu Assistant Chief Commissioner, Canadian Wheat Board, 
Winnipeg. 
DZ, At 5 on eats gteieid Wes de ageyatical Supervisor in Charge Chicago Field Office, Commodity 
Exchange Administration, Chicago, Il 
FLEGENHEIMER, JULIUS......... Weil Hermanos & Cie, Rotterdam, Holland. 
Fouuiott, W. CHARLES......... Formerly in Sales Office, Canadian Wheat Board, Winni- 
peg. 
FORRESTER, GEORGE A.......... Grain Merchant and Feed Buyer, Saskatoon. 
Fow mr, FRANK O............ Manager, Winnipeg Grain Exchange Clearing Associa- 
tion. 
FRASER, JAMES D.............. Chief Inspector, Board of Grain Commissioners, Winni- 
peg 
BREne, GiIpBERT, nauk. yess Farm Manager, Kindersley, Saskatchewan. 
G 
GARDINER, ROBERT............ President, United Farmers of Alberta, Calgary. 
GAGKINIER Janke re ccreietets pecker ert Director, Liverpool Corn Trade Association. 
GAUBR, HENRY Chy.. a: oy +6 enters Western Manager, James Richardson & Sons, Ltd., 
Winnipeg. 
Guppss, Dr. WittiaM F........ Chief Chemist, Board of Grain Commissioners, Winnipeg. - 
COBRIINY DD ANTES Aes Lil col. ce ae ele Farmer, Odessa, Saskatchewan. 
GILBERT, ORVILLE N........... Farmer, Calgary. 
GILBERT, WILLIAM F........... Retired farmer, Calgary. 
GLAZDVOSCART) Jace nae sears Farmer, Sedley, Saskatchewan. 
GEOSSOP, JOBING ae be icure rae ie Former Terminal Superintendent, Santa Monica, Calif. 
GOLDSCHMIDT, ALFRED.......... J. A. Goldschmidt & Co., Paris, France. 
Gouaeu, ARTHUR E............. General Manager, Overseas Farmers’ Co-operative 
Federations Ltd., London, England. 
GOWANS, CHARLES............. Thompson & Earle, Montreal, Member of Montreal Corn 
Exchange Association. 
GRAHAM, BENJAMIN F.......... Farmer, Cluny, Alberta. 
Grancer, HuecH R............ Chairman, National Federation of Corn Trade Associa- 
tions, London, England. 
GRANT, DR. HENRY, Chon wes os aura ‘of Agricultural Economics, University of Mani- 
Gray, ALEXANDER Y., C.A...... Rees Gray & Roberts, Chartered indootintants 
innipeg. 
GRIERSON, JOSHPH E........... Apartment Block Manager, Winnipeg. 
Grirrin, HeNRY Ts... .. ses. upp Director, Research Department, United Giah Growers, 
Ltd., Winnipeg. 
Grices, Wiuu1aM D............ Farmer, Griswold, Manitoba. 


GROSENICK, THEODORE......... Farmer, Radville, Saskatchewan. 
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Merchant, Saskatoon. 

Secretary, Vancouver Grain Exchange. 

Farmer, Lumsden, Saskatchewan. AL 

Chairman, Westralian Farmers Ltd., Perth, Western 
Australia. 

General Manager, Canadian Consolidated Grain Com- 
pany, Winnipeg. 

Director, Liverpool Corn Trade Association. 


.. Farmer, Grand Coulee, Saskatchewan. 


Director, Liverpool Corn Trade Association. 

Secretary, National Federation of Corn Trade Associa- 
tions, London, England. 

Member, Bristol Channel and West of England Corn 
Trade Association. 

Secretary, Manitoba Co-operative Conference, Winnipeg. 


I 
Agricultural Economist, Commodity Exchange Adminis- 


tration, Chicago, III. 
Farmer, Abernethy, Saskatchewan. 


J 


..Deputy Registrar, Board of Grain Commissioners, 


Vancouver. 

Former Agent for the Canadian Wheat Pools, Cazeres 
sur l Adour, France. 

Farmer, Yellow Grass, Saskatchewan. 


K 


Farmer, Fairview, Alberta. 

Professor of Economics, Queen’s University. 

Representing Saskatchewan Association of Rural Muni- 
cipalities, Regina. 

Farmer, Mozart, Saskatchewan. 


L 


President, London Corn Trade Association. 

Canadian Government Trade Commissioner, Brussels, 
Belgium. 

Bakery Department, London Co-operative Society, Ltd., 

Bakery Manager, London Co-operative Society, Ltd. 

Professor of Farm Economics, Macdonald College, Ste. 
Anne de Bellevue, Quebec. 

President and General Manager, United Grain Growers, 
Ltd., Winnipeg. 

President, National Association of Flour Importers, 
Glasgow, Scotland. 

N. V. Nidera Handelscompagnie, Rotterdam, Holland. 

Louis Dreyfus & Co., Paris, France. 

President, Liverpool Corn Trade Association. 

Retired Farmer and Country Elevator Agent, Burnaby, 

C 


B.C. 
Field Crops Commissioner, Department of Agriculture, 
Province of Alberta. 


M 


Grands Moulins de Pantin, France. ut 

Organizing Secretary, Western Canada Publicity As- 
sociation, Vancouver. 

Grands Moulins de Paris, France. 
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MANION, JAMMSIP 05.0.0 ok Assistant Commercial Attaché, Canadian Government, 
Paris, France. 

MARSHAL, JOSEPH...........--> Farmer, Yellow Grass, Saskatchewan. 

INEAR DEN WU OEING © 0 seciekevelsverab loot Secretary, Glasgow Corn Trade Association. 

MasTER, OLIVER............:...Hconomist, Department of Trade & Commerce, Ottawa. 

Maruieson, Georcse S......... Assistant Manager & Vice-President, Norris Grain Com- 
pany Ltd., Winnipeg. 

Maui, Josppo M).......6..0.05 Assistant Chief, Commodity Exchange Administration, 
Washington, D.C. 

IMBAT: OPA ULetae eA Haga: ahah Senior Agricultural Economist, Commodity Exchange 
Administration, Chicago, Il] 

Mireror, sia aay e svar a ee Grands Moulins de Corbeil, France. 

Metcatrs, WILFRID.........-- Farmer, Oakville, Manitoba. 

IMITTOHBLTAI Wi Sess sctsics6 oeutee Joseph Pyke & Son, Liverpool, Ltd., London, Eng. 

IN Rovenoyea, Me abib ee ae eoiseta a aod ole Farmer, DeWinton, Alberta. 

Mooney, WittiaM T........... Farmer, Grand Coulee, Saskatchewan. 

Moraw, WINSTON C........... Accountant, Field Crops Branch, Department of Agri- 
culture, Province of Alberta. 

Morrison, WALTER S.......... Farmer, High River, Alberta. 

Morton, James A...... 60. eae Farmer, Oakviile, Manitoba. 

MorHerwet., Dr. Wi11aM R., 

INVIGID eeepe eerste a whe a eee ’ Farmer, Abernethy, Saskatchewan. 

NUTR DAVID genre ae eee Wheat Buyer & Commercial Manager, Scottish Co-opera- 
tive Wholesale Society, Glasgow, Scotland. 

Mourcuiz, ANDREW............ Farmer, Grande Prairie, Alberta. 

IMIORRAY, | ANEEIS URS eet ares eae eae Chief Commissioner, Canadian Wheat Board, Winnipeg. 

MYycrorri CuARLES. .s-@ eee ass Farmer, Elstow, Saskatchewan. 
Mc and Mac 

MCANSH, JAMS een etl Statistician, Canadian Wheat Board, Winnipeg. 

McArruur, GrorGn §......... Secretary, Ontario Flour Millers’ Association, Toronto. 

McCatua, Dr. ARTHURG...... Research Assistant, Associate Committee on Grain 
Research, Department of Field Crops, University 
of Alberta. 

McCusxksr, THomas A......... Farmer, Regina. 

MacponaLp, ALEXANDER....... Farmer, Manson, Manitoba. 

MacDonaLpD, WILLIAM...... ... Farmer, Scollard, Alberta. 

McDonaup, WILLIAM.......... re mone Ltd., Grain Merchants, Glasgow, 
sScotiand. 

McDonnELL, ANGUS........... Farmer, St. Albert, Alberta. 

McDovaeatt, FrRanK L......... Economic Adviser to the Australian Government, Lon- 
don, England. 

McFapyEN, JAMES............. Director, English Co-operative Wholesale Society, Man- 
chester, England. 

McFADZBAN, JOHN.) 2 0)s-.0 0a Lies ea Ltd., Grain Merchant, Glasgow, Scot- 
and. 

McFaruanpD, JounI........... Former Chief Commissioner, Canadian Wheat Board, 


Calgary, Alberta. 
MacGrsson, Dr. Duncan A....Commissioner, Board of Grain Commissioners, Winnipeg. 


MAccrLiivray, JOHN) Cy eee ne Ce Government Trade Commissioner, Hamburg, 
ermany. 
MclIvor, Grorce H............ Assistant Chief Commissioner, Canadian Wheat Board, 


Winnipeg; later Chief Commissioner. 
DA OLR Managing Director, Canada Grain Export Co., Van- 


couver. 
McKinnon, RicHarp W........ Farmer, Regina. 
MacLacuuan, Daniel C....... President & General Manager, Maple Leaf Milling Co., 


Ltd., Toronto, representing Canadian National 
Millers Association. 
McLxran, Donatp R. McD...... Manager, Pacific Elevators Ltd., Vancouver. 


MCLEAN, SOHN 1. 05<.04 0040 kee Messrs. Thomas Borthwick Ltd., Grain Merchants, 
Glasgow, Scotland. 

MacLean, WILLIAM C......... Feed Grain Merchant, Vancouver. 

MacMiuan, Harvey R........ President, H. R. MacMillan Export Co., Ltd., Van- 


couver. 
McNaAtiy, Haroup....../....%4 Farmer, Regina. 
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McNamara, ARTHUR........... Deputy Miaistes of Public Works & Labour, Province of 
anitoba. 
MacNavuGHTon, JOHN.......... Farmer, Bents, Saskatchewan. 
McQuarrin, WILLIAM W....... Farmer, Aberdeen, Saskatchewan. 
McQuren, RoBEerT............ Professor of Economics, University of Manitoba. 
MeTAGGaRnr. NB... at Arcadats.« Farmer, Gull Lake, Saskatchewan. 
N 
INDUSON INGE EIS Do codth spell he « Farmer, Standard, Alberta. 
Newnan, Dr. Leonarp H...... Dominion Cerealist, Ottawa. 
Nrxporrr, CHARLES W......... Farmer, Airdrie, Alberta. 
O 
ORCHARD, WILLIAM J........... Farmer, Tregarva, Saskatchewan. 
1h 
Parton Dr. Haraup §......... Professor of Economics, Michigan State College, East 
Lansing, Michigan. 
PAVLYCHENKO, THomas K...... Depareaens of Field Husbandry, University of Saskat- 
chewan. 
PBARSON, JOHN Ause « . oy o-s,aneleserere Peta yerauhpe, Pearson, Grain Merchants, Glasgow, 
cotland. 
PEARSON, RatpH M............ Deputy Provincial Treasurer, Province of Manitoba. 
CRS gl Se Ae ee ee President, Rotterdam Grain Futures Association. 
ROTM sis Ei chs a catW anor ss < « Former Assistant Manager, Canadian Wheat Pool’s 
London Office. 
PETERSON, CHARLES W......... Publisher, Farm and Ranch Review, Calgary. 
Rmrew, A Crates}. eiaars. 4 .2 Farmer, Calgary. 
Pe tAN ED. o.2.. cubutwleen) . Pillman & Phillips, Flour Importers and Immediate Past 


President, National Association of Flour Importers, 
London, Hngland. 

Potoway, VINCENT............ Teacher, Dauphin, Manitoba, formerly Field Service 
Employee, Manitoba Wheat Pool. 


Poussettse, H.R...............Canadian Government Trade Commissioner, Liverpool, 


England. 
PRrovoost, EpGar... .anwstois2 Andre & Cie, S.A. Belge, Antwerp, Belgium. 
R 
Ramsay, Epwarp B............ Chief Commissioner, Board of Grain Commissioners, 
Winnipeg. 
RANDLE, EMMANUEL........... Farmer, High River, Alberta. 
Rankin, McDERMID........... Farmer, Grand Coulee, Saskatchewan. 


. Vice-President, National Association of Flour Importers, 


RavENSCROFT, GORDON........ 
London, England. 


UA AGING WAT PRED 50 4 ely ¥ a0 
Reip, A. CUMBERLAND...... 
RHODES WJOHIN Hed ass 4 uae « 
ROBINSON, WILLIAM........... 
Ross, JAMES ARTHUR....... 
RupoupH, FREDERICK W........ 


Farmer, Turin, Alberta. Ma 
Manager, Western Grain Co., Ltd., Winnipeg. 
Farmer, Brant, Alberta. 


. Farmer, Ituna, Saskatchewan. 


Farmer, Melita, Manitoba. 
Grain Exporter, Vancouver. 


Ge RRVORD,) W salLoc. oc es. = W. H. Rutherford & Co., Flour Importers, Glasgow, 
Scotland. 
PGT AN, ALBAN wl cos on 4+ ots 2h Farmer, Roselynn, Alberta. 
S 
SALMANOWITZ, JACQUES......... General Superintendence Co., Geneva, Switzerland. 
ScaBery, THOMAS W..........- Farmer, Adams, Saskatchewan. 


doeeceuccseeeai...N. Schrok, Rotterdam, Holland. 
lei eae F.............. Lid Van de Firma, H. Wiener & Co., Rotterdam, Holland. 
BGOt ISAAC Dw ne. . byay : Spillers, Ltd., Glasgow, Scotland. 
Serrir, Rupert H.............Grain Section, Edmonton Chamber of Commerce. 
Saw, ALEXANDER M........... Commissioner, Canadian Wheat Board, Winnipeg. 
Suiris, James R............+.- Farmer, Craven, Saskatchewan. 
SHULTzZ, WALTER W...........- Farmer, Namao, Alberta. 
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SHUTTLEWORTH, eagle Pci Farmer, Balzac, Alberta. 

Strett, FREDERICK A.... .. Farmer, Franklin, Manitoba. 

Smaris, GABRUCH... ou. ees Secretary, National Association of Master Bakers, Con- 
fectioners and Caterers, London, England. 

Smart, WinnraM A... eds. Farmer, Craven, Saskatchewan. 

MART AMES scieiscciies stoma ae Farmer, Tappen, British Columbia. 

Surry, ALLEN A................Farmer, North Edmonton, Alberta. 

SMITH MOIDNEY als see omcrete aes President, Reliance Grain Company, Ltd., Winnipeg. 

SMITH, OPANERY Do oc. 5. «cscs Farmer, Dafoe, Saskatchewan. 

SNopq@rass, HRIC............-- Jue: Snodgrass, Ltd., Millers, Glasgow, Scotland. 

Sprrnce, Hon. Groras, M.L.A... Minister of Public Works, Province of Saskatchewan. 

STARNES, Ho KENNETT) ....).. oo crate President, Montreal Corn Exchange Association. 

STEVENSON, IEDOGHBA manele Manager, Canadian Transport Co., Ltd., Vancouver. 

Stock, MAXIMILIAN............ Comptoir Commercial Anversois (Antwerp). 

STockTON, GEORGE W.......... Farmer, Carlyle, Saskatchewan. 

DLODDART AH) Oi tenon Director, Liverpool Corn Trade Association. 

STOLIKHR, CHARLES B.......... Farmer, Wilkie, Saskatchewan. 

STRANGE, Henry G. L.......... Director, Research Department, Searle Grain Co., 
Winnipeg. 

STROOBANT, GEORGE........... Societe Anonyme Bungé, Antwerp, Belgium. 

Stuart, Mason DuNCAN........ Barrister, Calgary. 

SLUYCK, “HERNANDS ee oe Saeco G. L. Stuyck & Co., Antwerp, Belgium. 

SUMMAGCH, AUGUST...... c000-.+ Farmer, Asquith, Saskatchewan. 

SVEINBJORNSON, SVEIN J........ Farmer, Kandahar, Saskatchewan. 

SWANSON DR Wiss W,acis cer tehcuecat Professor of Political Economy, University of Saskat- 
chewan. 

i i 
HISASD AACN UR oe, eal eects rere Wheat Expert, Overseas Farmers’ Co-operative Federa- 


tions Ltd., London, England. 
Taceart, Hon J. Gorpon, 
8 a it Minister of Agriculture, Province of Saskatchewan. 


Taytor, Dr. Atonzo E........ Director of Research, General Mills, Minneapolis, 
Minnesota. 

TrtrorpD, Dr. J. Lyts.......... President, British Columbia Co-operative Commonwealth 
Federation, Vancouver. 

Tuerres, Henry M........... Farmer, Humboldt, Saskatchewan. 

ALORONG Tie Bi 8 Ce en President, Hull Corn Trade Association. 

PEHOMSON, DOMN Wace science General Manager of Westralian Farmers Ltd., & State 
Wheat Pool, Perth, Western Australia. 

THURSTON, JOSEPH J........... Dairy Farmer, Chilliwack, B.C. 

TirrorD, Capt. STANLEY H..... Secretary, London Corn Trade Association. 

TODD AW ILLTAMIL 82, Sete Registrar of Warehouse Receipts, Board of Grain Com- 


missioners, Winnipeg. 


TOOLny) HERBERT, bOI). Former Secretary, Board of Grain Supervisors, Winnipeg. 


BR WNT GRORGHPA sense. ene Farmer, Tofield, Alberta. 
U 
URGQUBARS, OO Us. ¢ ot ss a ee Secretary, Liverpool Corn Trade Association. 
vV 
Van Bréz, FRANCOIS........... cea Société Générale de Surveillance, Antwerp, 
elgium. 
Van Kan, J. ALPHONSE......... President, Belgian Millers’ Association, Brussels, Belgium. 
Van Rompa, EUGENE.......... ine stots Belgian Grain and Produce Co., Antwerp, 
elgium. 
WAN STOLK. Cota. vox sae ka. Be Van Stolk Commissiehandel, Rotterdam, Holland. 
VAN ZWEEDEN, Biman octece dell N. V. Bunge’ s Handelmaatschappy, Amsterdam, Holland. 
VERBEEK, Witter ee Van Stolk Commissiehandel, Rotterdam, Holland. 
Vicor, LESTE BRO dene Che: Vice-Chairman, British Wheat Commission, London, 


England. 
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WAGNER, CuarRK O............ Farmer, Regina. 

WALKER, GorDON D........... Farmer, Claresholm, Alberta. 

WALLACE, ALEXANDER W....... Farmer, Pasqua, Saskatchewan. 

WEILER, GEORGES............. Directeur, N. V. Commissiehandel ‘‘Cereales’”’, Rotter- 
dam, Holland. 

Wasson, JOHN H..... 00.60.00. Vice-President, Saskatchewan Wheat Pool, Maidstone, 
Saskatchewan. 

WESTON, GARFIELD W......... George Weston Ltd., London, England. 

WHiItTrorD, JoHN H............ Farmer, Bon Accord, Alberta. 

WVELITTGR, JOHN. occa coe ne sa General Manager, Midland Pacific Terminal Ltd., Van- 
couver. 

Wiecins, WALTER... oS. es Agrarian Organizer, Communist Party of Canada, Winni- 
peg. 

Wiwersss, Lestm D........... Director, Commercial Intelligence Service, Department 
of Trade and Commerce, Ottawa. 

Witurams, Ernest W.......... Grain Purchasing Agent and Manager, Feed and Fodder 
Branch, Department of Agriculture, Province of 
Saskatchewan. 

Witson, Dr. Cuaries F....... Statistician, Agricultural Branch, Dominion Bureau of 
Statistics, Ottawa. 

Witson, Mrs. Marig.......... Farmer, Harris, Saskatchewan. : 

Woon, Jurrray SOP 6 ee. President, United Farmers of Manitoba, Oakville, Mani- 
toba. 

Woopman, Horacnh............ Secretary, Treasury Department, Province of Alberta. 

WRIGHT AERANIC. eh feces tee eee Commissioner, North Battleford, Saskatchewan, Board 
of Trade. 

WATE RANE (eis. ees cues Professor of Soils, University of Alberta. 

Z 


Zurowskl, Leonp R........... Farmer, Southey, Saskatchewan. 


APPENDIX II 
LIST OF EXHIBITS 


Exhibit 
No. 
1. Statement showing acreage and production of cereal grains in Canada, 1908 to 
1935. 
2. Statement showing elevator capacity in Canada, 1915-16 to 1935-36. 
3. Statement showing country deliveries of wheat and coarse grains, by months, 
1921-22 to 1935-36, Western Canada. 
4. Statement showing receipts of grain at terminal markets, lake and seaboard 
ports, 1921-22 to 1935-36. 
5. Statement showing lake movement of Canadian grain, 1921-22 to 1935-36. 
6. Statement showing transportation costs and handling charges in Western Canada, 
Argentina and Australia. 
7. Statement showing Canadian visible supply of wheat and carry-over stocks of 
all grains, 1917 to 1936. 
8. Statement showing grain prices, basis in store, Fort William or Port Arthur, 
1890-91 to 1935-36, 
8a. “Monthly Review of the Wheat situation”, Vol. 7, No. 3, November 20, 1936. 
9. Statement showing consumption of wheat in Canada from 1868 to 1935. 
10. Statement showing world wheat acreage and production, 1900 to 1935; by 
countries since 1908. 
11. Statement showing world wheat acreage and production, related to exports and 
imports by 5-year periods. 
lla. Statement showing world wheat production, leading producing countries, 1931 
to 1985. 
11b. Statement showing world acreage and production of coarse grains, 1931 to 1936. 
12. Statement showing c.if. prices of wheat at Liverpool, 1930 to 1936. 
13. Statement showing world net exports and net imports of wheat and flour, 
1920-21 to 1935-36. 
13a. Statement showing Canadian, Argentine, Australian and U.S.A. wheat exports 
in percentage of surplus over domestic requirements, 1924-25 to 1935-36. 
13b. Statement showing wheat and flour imports into China and Brazil, 1925-26 to 
1934-35. 
14. Statement showing exports of Canadian grains and grain products, crop years 
1908-09 to 1935-36. 
14a. Condensed preliminary report on the trade of Canada—Dominion Bureau of 
Statistics, 1934. 
15. Statement showing United Kingdom wheat imports (excluding flour). 
16. Statement showing imports of wheat into the chief importing countries, calendar 
years 1926 to 1935, 
17. Statement showing Canadian grain unloaded at the port of Antwerp and dis- 
tribution thereof during the period May 1 to October 31, 1936. 
18. Submission by Mr. James McAnsh. 
19. Submission by Mr. Clive B. Davidson on “The Trade Situation and The 
Wheat Problem”. 
20. Statement showing the trade position of Germany, calendar years 1929 to 1935. 
21. Statement showing the trade position of France, calendar years 1929 to 1935. 
22. Statement showing the trade position of Switzerland, calendar years 1929 to 
1935. 
23. Statement showing the trade position of Italy, calendar years 1929 to 1934. 
24. Statement showing the trade position of the Netherlands, calendar years 1929 
to 1935, 
25. Statement showing the trade position of Belgium, calendar years 1929 to 1935. 
26. Statement showing trade balances of Germany, France, Switzerland, Italy, The 
Netherlands and Belgium, 1929 to 1935. ' 
27. Statement showing trade of Germany, France, Switzerland, Italy, The Nether- 
lands and Belgium with Canada, United States, Argentina and Australia, 
1929 to 1935. 
28. Breakdown of classification of Canadian imports. 
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Exhibit 

No. 

an eionent showing penadinn imports from Switzerland, 1926 to 1936. 

SY ininter cnt af, wing Canadian imports from Belgium, 1926 to 1935, 

‘ ent showing Canadian imports from The Netherlands, 1926 to 1935, 

32. Statement showing Canadian imports from France, 1926 to 1935. 

33. Statement showing Canadian imports from Italy, 1926 to 1935. 

Be. Sana ering Canadian imports from Germany, 1926 to 1935. 

a a oenian showing Canadian imports from Norway, 1926 to 1935. 

- Statement showing Canadian imports from Sweden, 1926 to 1935. 

Bie Breakdown of classification of Canadian imports from Belgium, 1926 to 1935. 

38. eS eae imports of wheat into The Netherlands, 1926 to 1935, by 

39. Statement showing Canadian imports from The Netherlands, 1926 to 1935, by 
commodities, 

40. Statement showing Canadian imports from Continental European wheat im- 
porting countries, 1930 and 1935. 

41. Statement showing Canadian Trade with the Orient—Japan, China, Hong 
Kong, 1930 and 1935. 

42. Commercial Intelligence Journal, Vol. LIV, No. 1675, March 7, 1936. 

43. Commercial Intelligence Journal, Vol. LV, No. 1694, July 18, 1936. 

44, Submission by Dr, D. A. MacGibbon entitled “Marketing Methods in the 
United States, Argentina and Australia’, 

45. Submission by Professor Robert McQueen entitled “What is the Position of 
International Trade Theory and In What Ways, If Any, is it Necessary 
be ae the Application of that Theory to Suit the Present World Situa- 
ion? 

46. Submission by Professor J. S. M. Allely entitled “What are the Possible 
Developments in World Monetary Affairs and How are These Develop- 
ments Likely to Affect the Extent and Character of Future World Trade?” 

47. Lloyd’s Bank Ltd. Monthly Review, October, 1935, containing article “The 
Future of the Foreign Exchanges” by J. M. Keynes, page 527. 

48. Submission by Dr. Charles F, Wilson entitled “Statement re Tariffs and 
Restrictive Measures on Imports, Aids to Domestic Production and Bonuses 
in Various Countries since 1925”. 

49. Submission by Dr. Henry C. Grant entitled “What Have Been and May Be 
the Developments of Agricultural Protectionism in Europe and their Effects 
upon the Canadian Export Trade in Wheat?” 

50. Submission by Dr, William F. Geddes entitled “ Observations on Milling and 
Baking Practices in England and Scotland”. 

51. Memorandum, “Nature and Extent of the Activities of the Board of Grain 
Supervisors, 1917-1920”. 

52. Pamphlet, “Operations of the Board of Grain Supervisors for Canada, June 11, 
1917 to January 31, 1920”. 

53. Memoranda of the Board of Grain Supervisors for Canada, November 15, 1917. 

54. Memorandum, “ Nature and Extent of the Activities of the Canadian Wheat 
Board, 1919-1920”. 

55. Report of the Canadian Wheat Board, Season 1920. 

56. The Canadian Wheat Board Chairman’s Report, 1919-1921. 

57. Pamphlet, “Description of the Official Standards for Wheat, Oats, Barley, Rye 
and Linseed, Crop Year 1935-36”—Official Publication of the Ministry of 
Agriculture, Argentine Republic. : ‘ 

58. Statement showing grades of Canadian wheat shipped to China, crop years 
1932-33 to 1935-36. =x 

59. Statement showing Australian handling charges, supplementary to Exhibit No, 6. 

60. Statement showing percentage world and United Kingdom wheat trade secured 
by “Big Four” (Canada, Argentina, Australia and US.A.), supplementary 
to Exhibits 13 and 15. ; : 

61. Statement showing per capita consumption of wheat used for food in 14 coun- 
tries, pre-war and post-war. { : ay f 

62. Statement showing disposition of Canadian wheat crops—in Prairie Provinces, 
in all Canada, 1930-31 to 1935-36. : 

63. Statement showing percentage that Canadian exportable surplus bears to 
production, five years 1925 to 1929; five years 1931 to 1935, inclusive. , 

64. Statement showing wheat exports in percentage of surplus over domestic 


requirements, Canada, Argentina, Australia and U.S.A., 1924-25 to 1934-35, 
supplementary to Exhibit No. 13a. 
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Exhibit 
No. 
65. Pamphlet, “ Agricultural Situation and Outlook, Canada ”—-Dominion Bureau 
of Statistics and Dominion Department of Agriculture, 1937. 
66. Statement showing Canadian imports by commodity classifications, 1930 and 
1935. 
' 67. Chronological List of Commercial Agreements. 
68. Statement showing the Argentine Trade Position, 1929 to 1935. 
69. Chart showing Canadian exports for fiscal year 1986 and Argentine exports for 
calendar year 1935, by countries of destination. 
70. Chart showing Canadian imports for fiscal year 1936 and Argentine imports 
for calendar year 1935, by countries of origin. 
71. Statement showing the trade position of Australia, 1925-26 to 1934-35. 
72. Statement showing the trade position of the United States, 1929 to 1935. 
73. Statement showing wheat and flour in Canadian exports, 1926 to 1935. 
74. Statement showing trade of the Argentine with the Netherlands, Belgium and 
Switzerland, 1929 to 19385. 
75. Map illustrating crop testing plan, 1936, showing points from which wheat 
samples were collected. 
76. Location map of elevators, Searle Grain Company Limited, 1932. 
77. Map showing distribution of wheat varieties in Alberta, by electoral districts. 
78. ai showing distribution of wheat varieties in Saskatchewan, by electoral 
istricts. 
79. Statement showing distribution of the important varieties of wheat seeded in 
Western Canada in 1936. 
80. Map showing distribution of the important varieties of wheat seeded in West- 
ern Canada in 1936. 
81. Map showing distribution of Marquis wheat seeded in Western Canada in 1936, 
by percentages. 
82. Map showing distribution of Reward wheat seeded in Western Canada in 1936, 
by percentages. 
83. Map showing distribution of Garnet wheat seeded in Western Canada in 1936, 
by percentages. 
84. Map showing distribution of Red Bobs wheat seeded in Western Canada in 1936, 
by percentages. 
85. Map showing distribution of Ceres wheat seeded in Western Canada in 1936, 
by percentages. 
86. Map showing distribution of Durum wheat seeded in Western Canada in 1936, 
by percentages. 
87. Reprint from Scientific Agriculture of April, 1986, entitled “ Varietal Com- 
position of Canadian Hard Red Spring wheat’, by J. G. C. Fraser and 
A. G. O. Whiteside. 
88. Statement showing varietal composition of overseas cargoes of 1 Northern 
wheat, 1935 crop, ex Fort William. 
89. Statement showing varietal composition of overseas cargoes of 2 Northern 
wheat, 1985 crop, ex Fort William. 
90. Statement showing varietal composition of overseas cargoes of 3 Northern 
wheat, 1935 crop, ex Fort William. 
91. Statement showing varietal composition ‘of overseas cargoes of 1, 2 and 3 
Northern wheat, 19385 crop, ex Churchill, Manitoba. 
92. Statement showing varietal composition of overseas cargoes of 3 Northern 
wheat, 1985 crop, ex Montreal. 
93. Statement showing varietal composition of overseas cargoes of 2 Northern 
wheat, 1985 crop, ex Montreal. 
94. Statement showing varietal composition of overseas cargoes of 1 Northern 
wheat, 1985 crop, ex Montreal. 
95. Statement showing varietal composition of overseas cargoes of 3 Northern 
wheat, 1935 crop, ex Vancouver. 
96. Statement showing varietal composition of overseas cargoes of 2 Northern 
wheat, 1935 crop, ex Vancouver. 
97. Statement showing varietal composition of overseas cargoes of 1 Northern 
wheat, 1985 crop, ex Vancouver. 
98. Summary of the varietal composition of overseas cargoes received from the 
Chief Grain Inspector, 1935 crop. 
99. Statement showing varietal composition of overseas cargoes of 1 and 2 C.W. 
Garnet wheat, 1935 crop, ex Fort William and Vancouver. 
100. “Handbook of Canadian Spring Wheat Varieties”, L. H. Newman, J. G. C. 


Fraser, A. G. O. Whiteside. 
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Exhibit 


No. 
101. 
102. 
103. 
104. 
105. 
106. 
107. 
108. 
109. 
110. 
lll. 
112. 


113. 


114. 


115. 


116. 
117%. 
118. 
119, 
120. 


121. 


122. 


123. 


124. 
125. 
126. 


Lore 
128. 
129. 
130. 
131. 
131a. 


132. 
133. 


134. 
135. 


Protein Survey Map of Western Canada, Hard Red Spring Wheat, 1935 crop. 
Protein Survey Map of Western Canada, Grades 1 Hard,1, 2 and 3 Northern 
Wheat, 1934 crop. 


Letter from Assistant Secretary of Winnipeg Grain Exchange to Johann Krist- 
Janson, Mozart, Sask. 


Pamphlet, “A Skinner, First Skins One and Then the Other” by Johann Krist- 
janson. 

Memorandum for presentation to the Commission re grain marketing, by the 
North Battleford Board of Trade. 

A Resolution of the Avondale Study Group. 

Submission by the Citizens’ Wheat Board and Price League, Saskatoon. ; 

Chart showing competition between crop and weeds as shown by their root 
systems. 

Photograph of root system of brome grass, 100 days after emergence. 

Photograph of root system of Marquis wheat, 80 days after emergence. _ 

Circulars No. 516, 528, 531 and 532, College of Agriculture, University of 
Saskatchewan, re eradication of noxious weeds. 

Submission by Dr, William Allen on “Economie Problems of Saskatchewan 
Grain Producers”. ; 
Report No. 2, Bulletin No. 65, May, 1935, College of Agriculture, University of 
Saskatchewan, “Studies of Farm Indebtedness and Financial Progress of 

Saskatchewan Farmers”. ; ; 

Bulletin No. 64 of the College of Agriculture, University of Saskatchewan, 
“Studies of Probable Net Farm Revenues for the Principal Soil Types of 
Saskatchewan”. ; 

Soil Survey Report No. 10 of the College of Agriculture, University of 
Saskatchewan. 

Soil Map of Saskatchewan, Map No. 1—Southwest area. 

Soil Map of Saskatchewan, Map No. 2—Northwest area. 

Soil Map of Saskatchewan, Map No. 3—Northeast area. 

Soil Map of Saskatchewan, Map No. 4—Southeast area. _ 

Report No. 1, Bulletin No. 60, College of Agriculture, University of Saskatchewan, 
December, 1934; “Studies of Farm Indebtedness and Financial Progress of 
Saskatchewan Farmers”. : ; 

ae ha 3, Bulletin No. 68, College of Agriculture, University of Saskatchewan, 
November, 1935; “Studies of Farm Indebtedness and Financial Progress of 
Saskatchewan Farmers”. 

eae ig: 4, Bulletin No. 71, College of Agriculture, University of Saskatchewan, 
March, 1936; “Studies of Farm Indebtedness and Financial Progress of 
Saskatchewan Farmers”. ‘ 

Charts Relating to Wheat Problems, with Brief Explanatory Notes; by Dr. W. 

ford Evans. : ; 

ee aia wheat car loadings, Prairie Provinces, 1929-30 to 1935-36. 

Chart showing wheat shipments, Great Lakes, 1929-30 to 1935-36. : 

Reprint from proceedings of World’s Grain Exhibition & Conference, Regina, 
1933, “ Present World Wheat Situation and Prospects by Dr. W. Sanford 

Wheat Studies of the Food Research Institute, Volume XII, No. 7, March, 1936, 
entitled “Canadian Wheat Stabilization Operations, 1929-35”. 

Chart showing world carry-over ex Russia and China, August 1, 1922 to 1936. 

Report of the Commission to Enquire into Trading in Grain Futures, 1931. 

Statement by the President of the Apap alae eye yt Mr. W. J. Dowler. 

f the Royal Grain Inquiry Commission, 1920. | 
Pe ishor of the Royal Grain Inquiry Commission, Vancouver, B.C., 
June 19, 1924. oiexs Pacer 
i “ Contract Markets for Commodities” by A. L. Russell. 
2 or near eeans Sturtevant of eee sae, eT come re bad 
innipeg, attaching report oi the Co 
ie De cei eitieee to study the desirability of establishing a market 
ing i tures in soy beans. | pat A Sobel 

Fee eines National Grain Dealers Association tae to 
Inquire into Agencies, Laws and Regulations Affecting Grain Prices. _ : 

H a s of the Farmers National Grain Dealers Association Commission te 

; Tndinite into Agencies, Laws and Regulations Affecting Grain Prices. 
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Exhibit 
No. 

136. Minutes of Evidence of Dr. Robert Magill before the Select Standing Committee 
on Agriculture and Colonization at Ottawa, April 25 and 26, 1922. 

137. Statement re wheat prices prepared by Sanford Evans Statistical Service. 

138. Constitution and by-laws of the Winnipeg Grain Exchange, to May 1, 1937. 

139. Statement of Winnipeg wheat prices for 26 years, 1908-09 to 1933-34, prepared 
by Sanford Evans Statistical Service, Winnipeg. 

139a. Statement of Winnipeg wheat prices from August, 1934 to September, 1936, 
prepared by Sanford Evans Statistical Service, Winnipeg. 

140. Submission by the Secretary of the Winnipeg Grain Exchange, Mr. Arthur E. 
Darby. 

141. Statement of wheat prices, July 21 to 28, 1919. 

142. Evidence and Proceedings before the Commission to Inquire into Trading in 
Grain Futures, April, 1931. 

143. Report of Chief of the US. Grain Futures Administration for Fiscal Year 1936. 

144. Report of Chief of the US. Grain Futures Administration for Fiscal Year 1930. 

145. Report of Chief of the US. Grain Futures Administration for Fiscal Year 1931. 

146. US. Department of Agriculture Circular No. 397, May, 1936; “ Analysis of Open 
Commitments in Wheat and Corn Futures on the Chicago Boardi of Trade, 
September 29, 1934”, D. B. Bagnell. 

147. Final Act, Conference of Wheat Exporting and Importing Countries, signed at 
London, August 25, 1933. 

148. Minutes of Proceedings and Evidence of the Special Committee on Bill 98, 
Canadian Grain Board Act, 1935. 

149. Statement by Mr. Frank O. Fowler on behalf of the Winnipeg Grain and 
Produce Exchange Clearing Association Limited. 

150. General By-Laws and Rules of the Winnipeg Grain and Produce Exchange 
Clearing Association Limited, as amended August 1, 1929. 

151. Minutes of Proceedings and Evidence of the Special Committee on the Market- 
ing of Wheat and other Grains, House of Commons, 1936. 

152. Submission by the North-West Grain Dealers’ Association entitled “The 
Country Elevator”. 

153. Submission by R. K. Beairsto on financing of the western grain crop. 

154. Rules and Regulations of the Secretary of Agriculture under the Grain Futures 
Act, United States Department of Agriculture. 

155. Report of the Grain Futures Administration, US. Department of Agriculture, 
dated September 9, 1924. 

156. Report of the Grain Futures Administration, US. Department of Agriculture, 
dated October 1, 1925. 

157. Report of the Chief of the Grain Futures Administration, U.S. Department of 
Agriculture, dated December 15, 1930. 

158. Report of the Chief of the Grain Futures Administration, US. Department of 
Agriculture, dated September 1, 1931. 

159. Report of the Chief of the Grain Futures Administration, US. Department of 
Agriculture, dated September 1, 1932. 

160. Report of the Chief of the Grain Futures Administration, US. Department of 
Agriculture, dated September 1, 1983. 

161. Report of the Chief of the Grain Futures Administration, U.S. Department of 
Agriculture, dated September 1, 1984. 

162. Report of the Chief of the Grain Futures Administration, US. Department of 
Agriculture, dated August 31, 1935. 

163. Report of the Chief of the Grain Futures Administration, U.S. Department of 
Agriculture, dated September 28, 1936. 

164. The United States Commodity Exchange Act, 1936. 

165. Pamphlet, “Lake Shippers’ Clearance Association. Its Functions and Service 
in the Economic Shipment and Transportation of Western Grain”. 

166. By-Laws, Rules and Regulations of the Lake Shippers’ Clearance Association. 

167. Submission by Mr. C. E. Hayles on Terminal Elevators. 

168. Broker’s Note. 

169. Map showing location and capacity of public and semi-public terminal elevators 
in Canada. 

170. Submission by Mr. Henry C. Gauer on Shippers and Exporters. 

171. Minutes of Proceedings and Evidence of the Select Standing Committee on 
Agriculture and Colonization, 1931, Nos. 7 and 8. 

172. Agreement between the U.K. and the Argentine Government relating to Trade 
and Commerce with Protocol, Protocol of Signature and Letters, London, 
December 1, 1936. 
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Exhibit 
No. 

173. Convention between the Government of the United Kingdom and the Govern- 
ment of the Argentine Republic relating to Trade and Commerce, with 
Protocol, London, May 1, 1933. (Treaty Series No. 2, 1934.) 

174, Supplementary Agreement between the Government of the United Kingdom 
and the Government of the Argentine Republic, relating to Trade and 
Commerce, with Protocol, Buenos Aires, September 26, 1933. (Treaty 
Series No. 3, 1934.) 

175. Pamphlet, “The Canadian Wheat Pool in Prosperity and Depression”, by 
Harald S. Patton. 

176. ce “The Market Influence of the Canadian Wheat Pool”, by Harald S. 

atton. 

177. Submission by Harald §S, Patton on “Pool Marketing of Canadian Wheat”. 

178. Copy of the Annalist of Friday, July 31, 1936, containing article on “ Experi- 
ments in Wheat Control; United States Wheat Prices and the Canadian 
Wheat Board,’ by H. S. Patton. 

179. Wheat Studies of the Food Research Institute, Volume VII, No. 2, December, 
1930, entitled “The World Wheat Situation, 1929-30”, and “The Canadian 
Wheat Pool and Prices’. 

180. Presentation of United Grain Growers’ Ltd., No. 1, General Statement. 

181. Pamphlet, “ What is the Grain Growers’ Grain Company Limited, and What 
Does it Stand For?” 

182. By-laws and Charter of United Grain Growers, Limited. 

183. Be entitled “Grain Growers’ Co-operation in Western Canada”, by H. 8. 

atton. 

184. Book entitled “A History of the Farmers’ Movement in Canada”, by Louis 
Aubrey Wood. 

185. Book entitled “Economic Problems of the Prairie Provinces”, by W. A. 
Mackintosh. 

186. Annual Report of the Grain Growers’ Grain Co., Ltd., Winnipeg, 1917. 

187. Annual Report of the United Grain Growers Ltd., 1936. 

188. “Grain Merchandising Functions of the Elevator Systems of Western Canada”, 
H. L. Griffin in Volume 1, Proceedings of the World’s Grain Exhibition 
and Conference, Regina, 1983. 

189. Pamphlet, “The Record of the United Grain Growers Ltd., on the Question 
of Pool Marketing”. 

190. Annual Report of the United Grain Growers, Ltd., 1920. : 

191. A statement of Policy followed by United Grain Growers, Ltd., during a period 
of twenty-four years towards other farmers’ organizations. 

192. Annual Report of the United Grain Growers Ltd., 1926. nls 

193. “The UF.A.,” Calgary, Alberta, of February 15, 1926, containing address by 
Henry Wise Wood before the United Farmers of Alberta Annual Con- 
vention. y 

194. Report of the Royal Commission to Inquire into Charges Against Manitoba 
Pool Elevators, Ltd., 1931. ; : ‘ 

195. “The Grain Market Situation”; Six Annual Reviews issued by the United 
Grain Growers Limited, 1930 to 1985. __ 

196. Wheat Studies of the Food Research Institute, Volume II, No. 9, August, 
1927, containing article ener) Reactions in Exporting and Importing 

ies to Changes in Wheat Prices”. ‘ 

197. The Country Guide, May, 1934, containing article entitled “ Wheat Should Be 
Handled Separately”. 

198. Annual Report ‘of the United Grain Growers Ltd., 1935. 

199. Annual Report of the United Grain Growers Ltd., 1934. 

200. Annual Report of the United Grain Growers Ltd. 1933. _ 

201. 12th Annual Report, 1936, Saskatchewan Co-operative Wheat Producers Ltd. 

202. Directors’ Report of Manitoba Pool Elevators, Ltd., July 31, 1936. 

203. Excerpt from iA ee es: October 17, 1986, headed ‘“ Pool Delegates 
Protest Wheat Board Set-up”. 

of the Alberta Wheat Pool, 1935-36. ; 

305, aie dco and Revers Presented to the United Farmers of Alberta Convention, 
January, 1937. ! wl 
ns Debates, unrevised editions, Thursday, July 4, 1935. 

307, fete of United Farmers of Manitoba 34th Annual Convention, Neepawa, 


208. 


i October 27 to 29, 1936. gts ) 
Bde tte Preduer of July 30, 1936, containing resolution re Wheat Board. 
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No. 


209. 
210. 
211. 
212. 
213. 


214. 
215. 
216. 
217. 
218. 
219. 
220. 
221. 
222. 
223. 
224. 
225. 
226. 
227. 
228. 
229. 
230. 
231. 


232. 
233. 


234. 
235. 
236. 
237. 
238. 
239. 
240. 
241. 


242. 
243. 


244, 
245. 
246. 


247. 
248. 


249. 


250. 


Report of the Canadian Wheat Board, crop year 1935-36. 

“The Budget” of December 19, 1936,—Alberta Wheat Pool. 

“The Budget” of January 2, 1937,—Alberta Wheat Pool. 

The Western Producer of January 14, 1937. i 

Program of the United Farmers of Alberta 29th Annual Convention, Calgary, 
January 19 to 22, 1937. a ai 

Answers to Questions 3, 4, 5 and 6 directed to the Trade by Commission 
Counsel. 

Answers to Questions 7, 8, 9 and 10 directed to the Trade by Commission 
Counsel. 

Answers to Questions 11, 12, 13 and 14 directed to the Trade by Commission 
Counsel. 

Answer to Question 18 directed to the Trade by Commission Counsel. 

Submission by the Canadian National Millers’ Association. 

Statement giving statistical information on flour. 

Submission by the Ontario Flour Millers’ Association. m 

Statement made on behalf of the Canadian Wheat Pools to Royal Commission 
to Inquire into Trading in Grain Futures, Winnipeg, April 21, 1931. 

Statement showing estimates of consumption of wheat in France. 

Statement in reference to German Tariff Policy in 1879. 

Statement showing quotas and regulations imposed on wheat growers and 
millers in Germany. 

Statement showing estimates of consumption of wheat in Germany, 1924-25 to 
1935-36. 

Summary of Trade Agreement between Argentina and Switzerland. 

Translation of Netherlands-Hungarian Clearing Agreement. 

Summary of Provisional Agreement on Commerce and Navigation, between 
Argentina and The Netherlands. 

Summary of Provisional Commercial Agreement between Argentina and the 
Belgium-Luxemburg Economic Union. 

Summary of Trade Agreement between Argentina and Germany for one year 
ending October 31, 1985. 

Extract from U.S. Department of Commerce Reports describing the extension 
of the Argentina-Germany Trade Agreement to October 31, 1936. 

Translation of Trade Agreement between Switzerland and Hungary. 

List of corrections to transcript of evidence of Dr. L. H. Newman, on December 
10, 1936. 

Letter from Henry L. Griffin giving correction in transcript of Mr. Law’s 
evidence. 

Letter from Daniel C. MacLachlan giving corrections in transcript of his 
evidence. 

Correction to Exhibit No. 7. 

Additional statement with reference to evidence of Mr. R. S. Law. 

Additional statement with reference to evidence of Mr. R. S. Law, (No. 2). 

Additional statement with reference to evidence of Mr. R. 8. Law, (No. 3). 

Proceedings of the International Wheat Pool Conference, St. Paul, Minn., 1926. 

Proceedings of the Second International Co-operative Wheat Pool Conference, 
Kansas City, Missouri, 1927. 

Table showing methods of marketing wheat, 1929-30 to 1934-35. 

Table showing purchases and sales of wheat and flour, by months, by the 
Canadian Wheat Board of 1919. 

Letter dated December 21, 1936, and corrected table No. 12 (page 35B) of 
submission of Dr. William Allen. 

Press releases of the Department of State, U.S. Government, Saturday, Decem- 
ber 28, 19385. 

Statement of the Secretary of the Vancouver Grain Exchange. 

Constitution and by-laws of the Vancouver Grain Exchange. 

Commercial Intelligence Journal, Volume LIII, No. 1661, Ottawa, November 30, 
1935, containing “Review of China’s Wheat Import Trade” by B. A. 
McDonald. 

Commercial Intelligence Journal, Vol. LIV, No. 1679, Ottawa, April 4, 1936, 
containing article “Wheat and Wheat Flour Trade of Japan in 1935” by 
T. J. Monty. : 

Map showing revised grain freight rates of Western Canada, eastbound and 
westbound zones; Sanford Evans Statistical Service, April, 1932. 
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No. 


251. 
252. 
253. 
254. 
255. 
256. 
257. 
258. 
259, 
260. 
261. 
262. 


263. 
264. 


265. 
266. 
267. 
268. 
269. 
270. 
271. 
272. 
273. 
274. 
275. 
276. 
277. 
278. 
279. 
280. 
281. 
282. 
283. 
284, 
285. 
286. 
287. 
288. 
289. 


290. 
291. 


Broker’s Note. 

Map of Vancouver Harbour showing location of terminal elevators. 

Submission by Dr. J. Lyle Telford re freight rates (No. 1). 

Submission by Dr. J. Lyle Telford re screenings. 

Submission by Dr. J. Lyle Telford re Vancouver Harbour Board. 

Submission by Dr. J. Lyle Telford re Vancouver and Montreal comparative grain 
prices. 

Further Submission by Dr. J. Lyle Telford re freight rates (No. 2). 

Pamphlet “ Marketing Canada’s Wheat.” by James E. Boyle, Ph.D. 

Further Submission by Dr. J. Lyle Telford re freight rates (No. 3). 

Submission by Dr. J. Lyle Telford re western feeding grain cost at Vancouver. 

Submission by Dr. J. Lyle Telford entitled “Freight Rate Anomalies”, 

Submission by Dr. J. Lyle Telford re statement of Mr. J. H. Hamilton before 
the Commission. 

Submission by Dr. J. Lyle Telford entitled “Exploitation of B.C. Consumers”. 

einer ee by Dr. J. Lyle Telford re “Report of the Grain Trade of Canada. 
1924”, 

Submission by Dr. J. Lyle Telford re “Digest of Canadian Grain Statistics”, 

March 19, 1937. 

Statement showing maximum tariff of charges, terminal elevators west of Calgary. 

Warehouse receipt for grain received in store, Midland Pacific Terminal Limited, 

Memorandum “Wheat and Flour Situation in Japan” by J. P. Manion, Cana- 
dian Assistant Trade Commissioner in Japan. 

Extract from the Northwestern Miller of January 1, 1930, entitled “ Ajinomoto, 
An Oriental Product Made from Wheat Flour” by C. H. Briggs. 

Statement of Mr. John Glossop as presented to Hon. W. R. Motherwell, with 
statement to Commission attached. 

First permanent record of Mr. John Glossop regarding certain grain shipments 
from private terminal elevator. 

Board of Grain Commissioners Statement “A” on Wheat, June 16, 1934 to 
June 15, 1935. { : 
Letter from Mr. C. Willmot Maddison to Mr. Justice Turgeon, dated April 1, 

1937. 
Brokers’ Contract Form 28A London Corn Trade Association, Grain Futures 
Contract, for Canadian Wheat. 1: ; 
Brokers’ Contract Form 76B London Corn Trade Association, Grain Futures 
Contract, for Canadian Wheat. i oe 
Brokers’ Future Delivery Contract 2B of the Liverpool Corn Trade Association, 
Limited, for Wheat, Liverpool Grade. 

Statement showing ocean freight rates, Vancouver and New Westminster to 
United Kingdom, Continent, January, 1924 to July, 1935. 

Preliminary Soil Survey of the Peace River-High Prairie-Sturgeon Lake Area 
by Dr. F. A. Wyatt, University of Alberta, Edmonton. 

Soil Survey of St. Ann Sheet by Dr. F. A. Wyatt, J. D. Newton and T. H. 
Mather, University of Alberta, Edmonton. 

Submission by Grain Section, Edmonton Chamber of Commerce. 

Copy of Order in Councils Ry Be of January 18, 1937. 

ubmission by Dr. A. G. McCalla. ! 

ee from Boe River Milling Company to Dr. McCalla, dated April 2, 
1937, together with table. ; “TL 

Statement showing milling and baking tests, samples of varieties grown in 

ina. ; 

oe showing mean loaf volumes of Argentine samples, standard grades, 

3 The Pee Pariters ” of the Department of Extension, University of Alberta. 
No. 3, Volume XXII, February 1, 1937. 


Statement showing comparative grain prices—Canada and United States, 


August 15, 1919. 1 rt mA { 
Le inne Lesslation under which distribution of feed and seed relief 
carri in Alberta since 1930. ; i 
ra ee i tat of relief grain under the Province of Alberta Agri- 
cultural Relief Advances Act. . ' 
for seed grain, 1937, Province of Alberta. ¢ 
Form ara eee the demand note under the Agricultural Relief 


Advances Act, Province of Alberta. 
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292. Form of application for grain for seeding purposes under the Agricultural 
Relief Advances Act, 1936, Province of Alberta. 

293. Form of feed grain and/or fodder demand note, Province of Alberta, Relief 
Year 1936-37. j 

294. Form of application for loan for the purchase of feed grain and/or fodder 
with form of lien attached, Province of Alberta Agricultural Relie 
Advances Act. ‘ ' 

295. Form of chattel mortgage covering advance under the Agricultural Relief 
Advances Act, Province of Alberta, 1936. 

296. Form of order to ship or deliver grain or fodder under the Relief Act, 1937-38, 
Province of Alberta. 

297. Form of promissory note for tractor fuel and/or oil, Province of Alberta. 

298. Form of order to deliver tractor fuel and/or oil, Province of Alberta. 


299. 
300. 
301. 
302. 
303. 
304. 
305. 
306. 
307. 
308. 
309. 
310. 
311. 
312. 
313. 
314. 
315. 
316. 


317. 


318. 
319. 
320. 
321. 
322. 


323. 


324, 


Form of application for loan for the purchase of tractor fuel and/or oil, the 
Agricultural Relief Advances Act, 1936, Province of Alberta. 

Circulars re operation and administration of agricultural relief under the 
Agricultural Relief Advances Act, 19386, Province of Alberta. 

Consolidated statement of receipts and expenditures for the period April 1, 
1930 to October, 1937, Agricultural Relief, Province of Alberta. 

Statement showing feed and fodder advances, April 1, 1980 to September 30, 
1936, Province of Alberta, Agricultural Relief. 

Statement showing seed grain advances, April 1, 1931 to September 30, 1936, 
Province of Alberta, Agricultural Relief. 

Statement showing freight on feed and seed, April 1, 19380 to October 31, 1936, 
agricultural relief, Province of Alberta. 

Statement showing agricultural relief expenditures. Seed grain losses in 
Nampa district, April 1, 1982 to March 31, 1933, Province of Alberta. 
Statement showing agricultural relief expenditures, tractor fuel and oil, April 

1, 1935 to March 81, 1937, Province of Alberta. 

Statement showing bonus to registered seed growers, April 1, 1931 to March 31, 
1932, Province of Alberta agricultural relief expenditures. 

Statement showing purchases of potatoes and vegetables, April 1, 1933 to 
March 31, 1936, Province of Alberta agricultural relief expenditures. 

Statement showing movement of settlers, April 1, 1930 to March 31, 1937, 
Province of Alberta agricultural relief expenditures. 

Statement showing movement of stock to wintering areas, April 1, 1933 to 
March 31, 1937, Province of Alberta agricultural relief expenditures. 
Statement showing wintering of horses from dry area, April 1, 1933 to March 

31, 1935, Province of Alberta agricultural relief expenditures. 

Statement showing freight on stocker and feeder cattle, April 1, 1930 to March 
31, 1936, Province of Alberta agricultural relief expenditures. 

Statement showing purchase of cattle in drought area, 1934-35, Province of 
Alberta agricultural relief expenditures. 

Statement showing relief land settlement, April 1, 1932 to March 31, 1936, 
Province of Alberta agricultural relief expenditures. 

Statement showing agricultural relief administration, April 1, 1931 to May 81, 
1936, Province of Alberta agricultural relief expenditures. 

Statement showing net expenditures on agricultural relief, and treasury bills 
issued to Dominion Government, 1930-31 to 1935-36. Department of Agri- 
culture, Province of Alberta. 

Two statements showing quantity, value and average price paid for relief feed 
grain and relief seed grain purchased during the years 1931-32, 1932-33, 
1933-34, 1935-36. Department of Agriculture, Province of Alberta. 

Submission by Mr. O. 8. Longman re “Land Utilization under Special Muni- 
cipal Areas Act, Province of Alberta”. 

Map of Alberta showing areas affected by 5, 4, 8, 2, and 1 years of drought. 

Map showing Alberta drought area. f 

Submission by O..8. Longman re “Improvement of Cereal Crops in Alberta”. 

Statement of rates on grain for export to Vancouver from Northern Alberta 
Railway points, showing how they compare wth Crows Nest Rates. 

Statement of rates on grain for export to Port Arthur from Northern Alberta 
Railway Points via Edmonton, and C.N.R. showing how they compare with 
the Crows Nest Pass Schedule. 

Statement of Grain Section, Edmonton Chamber of Commerce, re Northern 
Alberta wheat. 
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325. 
326. 


327: 
328. 


329. 
330. 


331. 
332. 
333. 
334. 


335. 
336. 


337. 
338. 


339. 
340. 
341. 
342. 
343. 
344. 
345. 
346. 
347. 
348. 
349. 
350. 
351. 


352. 
353. 


354. 


355. 


356. 
357. 


358. 
359. 


360. 
361. 


362. 


Statement showing Winnipeg cash close, April 15, 1937, by grades. 

Submission by Major H. G. L. Strange entitled “A Price Index of ‘Things 
Farmers Buy,’ Generally Known as the ‘ Searle Index’ ae 

Recommendations of the Meteorological Conference held at Winnipeg, Novem- 
ber 5 and 6, 1931. ; 

Map showing long-iime average annual precipitation, Prairie Provinces, with 
explanations appended. 

Report, “ The Agricultural Situation and Outlook, 1937”. 

Sat by the Pool Organizations of Alberta, Saskatchewan and Manitoba, 

art I. 
mages by the Pool Organizations of Alberta, Saskatchewan and Manitoba, 
art II. 

Copy of Resolution passed by Canadian Council of Agriculture, October 22, 
1920, and Report of December 9, 1920, by committee appointed. 

Report to the Government of Saskatchewan on Wheat Marketing by James 
Stewart and F. W. Riddell. 

Letters received by the Poo! from overseas correspondents re closing of London 
office. (Confidential Exhibit.) 

Statement of Pool payments per bushel for the years 1924 to 1930. 

Statement showing Pool deductions for Elevator and Commercial Reserves, 
basis No. 1 Northern. 

Pamphlet, “Tides in the West’. 

Pamphlet, “Pool Facts and Wheat Prices”. Address by Mr. D. L. Smith, 
Sales Manager, Canadian Pool, October 27, 1926. 

Report of radio speech by Mr. J. H. Wesson, extracted from Western Producer 
of January 20, 1927. 

Submission by Mr. John H. Rhodes? 

Pamphlet, “The World Wheat Problem and the London Agreement”. 

Statement of the Associated Boards of Trade of Macleod, Granum, Claresholm, 
Stavely, Nanton, Cayley, High River and Pincher Creek, Alberta. 

Submission by Mr. W. 8. Morrison. 

Submission by Mr. C. W. Peterson. 

Pamphlet, “Immigration and Its Economic Background” by C. W. Peterson. 

United States Department of Agriculture Bulletin entitled ‘ Agricultural Price- 
supporting Measures in Foreign Countries”. 

Submission by Mr. Alfred Rawlins. 

Essay by Mr. Rawlins on “Some Major Problems in Grain Marketing”. 

Statement showing voluntary Pool payments, 1931-32 to 1934-35, basis No. 1 
Northern. 

Statement showing Canadian Co-operative Wheat Producers Limited export 
offers and comparison with market prices, July, August and September, 1929. 

Statement showing Wheat Pool elevator and commercial reserve deductions 
1923-24 to 1928-29. 

Statement showing Pool average monthly sales. ; 

Pamphlet, “ Pooling Alberta’s Wheat”, issued by Alberta Co-operative Wheat 
Producers Limited. j , 

Chart showing sales of wheat by Central Selling Agency and High and Low 
of cash prices, No. 1 Northern at Winnipeg by months for crop years 1924-25 
to 1929-30. : 

Reports of the Royal Grain Inquiry Commission, 1928, Province of Sas- 
katchewan. q . J 
Statement showing Pool deliveries by Provinces, 1924-25 to 1930-31, inclusive. 
Statement showing deliveries and sales by months, of the Canadian Co-opera- 

tive Wheat Producers Limited, September, 1930, to August, 1931, inclusive. 

Statement of futures sold for account of new season by Canadian Co-operative 
Wheat Producers Limited, 1924-25 to 1928-29, inclusive. 

Wheat. Pool file of various gentiacls end marketing agreements employed. 

Submission by Mr. John I. McFarland. i 

Statement eee and sales of cash grain and futures contracts, Canadian 
Co-operative Wheat Producers Limited, Wheat Division, 1930 crop. August 

to December 2, 1935. : P 

Pc ta eee and sales of cash grain and futures contracts, Canadian 

Co-operative Wheat Producers Limited, Coarse Grains Division, 1930 crop, 


1930 to 1935. 
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363. Statement showing Canadian Co-operative Wheat Producers Limited special 
suspense account. Daily purchases and sales of futures contracts, July 1, 
1931 to December 2, 1935. 
364. Statement of receipts and sales of cash grain and futures contracts from August 
1, 1935 to December 2, 19385; Canadian Co-operative Wheat Producers 
Limited, Wheat Division, special suspense account. 
365. Statement showing Canadian Co-operative Wheat Producers Limited special 
suspense account and total holdings of wheat and wheat futures, Table 1, 
July, 1931 to May, 1985. Table B, June, 1935 to December, 1935. 
366. Statement showing Canadian Co-operative Wheat Producers Limited approxi- 
re combined average costs per bushel; 1930 Pool and special wheat 
oldings. 
367. Statement showing Canadian Co-operative Wheat Producers Limited deliveries, 
sales and holdings of 1930 Pool wheat, August 22, 1930 to December 2, 1935. 
368. Statement showing Canadian Co-operative Wheat Producers Limited special 
suspense sales and purchases, June 24 to August 12, 1933. 
369. Submission by William F, Gilbert. 
370. Pamphlet “The Canadian Desert” by Major Duncan Stuart, K.C. 
371. Submission by Major Duncan Stuart, K.C. 
372. Submission by Mr. O. N. Gilbert. 
373. Pamphlet, “ Water Conservation in the Prairie Provinces” by T. C. Main. 
374. Form of petition requesting Government Wheat Board. 
375. Signed petitions requesting Government Wheat Board. 
376. Fyle of various letters relative to petition requesting Government Wheat Board. 
377. Submission by Mr. Emmanuel Randle. 
378. Book entitled “Deserts on the March” by Paul B. Sears. 
379. “Pacific Affairs”, Vol. VIII, No. 4, December, 1935, with index. 
380. File of correspondence between Sir Herbert T. Robson and John I. McFarland, 
February to May, 1935. 
381. Submission by the United Farmers of Alberta. 
382. Submission by Mr. Will Moodie. 
383. Statement showing deliveries, sales and holdings of 1930 Pool coarse grains, 
Canadian Co-operative Wheat Producers Limited. 
384. Submission by Mr. George Bennett. 
385. Submission by Mr. Ben Cool. 
386. Copy of Saturday Evening Post of May 8, 1937, containing article “That Ever- 
normal Granary” by James E. Boyle. 
387. Submission by Mr. Arthur P. Shuttleworth. 
388. Submission by Mr. Nels P. Nelson. 
389. Submission by Mr. Allan Ruttan. 
390. Submission by Mr. W. T. Mooney. 
391. Heaton passed at a Regina meeting of representative farmers from the 
istrict. 
392. Extracts from Hansard, pages 2066 to 2070, Volume 2, 1935. 
393. Minutes of Proceedings and Evidence and the Report of the Select Standing - 
Committee on Agriculture and Colonization, 1928. 
394, Extracts from the Report of the Royal Grain Inquiry Commission, 1925, 
395. Copies of correspondence from the files of the Department of Trade and Com- 
merce, as submitted in the evidence before the Select Standing Committee 
on Agriculture and Colonization, 1928. 
396. Statement of Hon. Dr. W. R. Motherwell regarding the Wheat Board. 
397. Submission by Mr. William Robinson. 
398. Submission by Mr. John H. Wesson for the Pool Organizations of Alberta, 
Saskatchewan and Manitoba. 
399. “Monthly Review of the Wheat Situation”, Volume 7, No. 8, April 23, 1937. 
400. path from the London Observer of April 4, 1937, on “Bread Prices in Great 
ritain”. 
401. Wheat Studies of the Food Research Institute, Volume XII, No. 4, December, 


1935. 
402. Book entitled “Wheat and the A.A.A.” by J. S. Davis. 
403. Statement of Hon. George Spence on behalf of the Province of Saskatchewan. 
404. Submission by Mr. James G. Knox for the Saskatchewan Association of Rural 
u Municipalities. 
405. Submission by Mr. Harold McNally. 
406. Statement of prices received from 1929 wheat crop by Mr. Harold McNally. 


407. 
408. 
409. 
410. 
411. 
412. 
413. 


414, 
415. 


416. 


417. 


418. 
419. 
420. 
421. 


422. 
423. 
424, 
425. 
426. 
427. 
428. 
429. 


430. 


431. 
432. 
433. 
434. 
435. 
436. 
437. 
438. 
439, 
44.0. 
441. 
442, 


443. 
444. 
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Statement showing country elevator receipts by provinces, August 1, 1936 to 
April 30, 1937. 

Statement showing wheat deliveries to Saskatchewan Pool Elevators Lid., sold 
by farmers during each of the first four crop months, seasons 1931-32 to 
1935-36, inclusive. 

Submission by Mr. Walter Wiggins for the Communist Party of Canada, 

Submission by Mr. Gordon F. Connell. 

Submission by Mr. William E. Jones, 

Submission by Mr. Joseph Marshall. 

Submission by Mr. Ira B. Cushing. 

Submission by the On-to-the-Bay Association. 

Statement showing grain deliveries at points on C.N.R. which have the same 
or lower freight rate to Churchill than Port Arthur, for crop years 1931-32 
to 1935-36, inclusive. 

Statement showing location and number of elevators with their total capacity, 
on C.N.R. at points which have the same or lower freight rate to Churchill 
than Port Arthur. 

Statement showing approximate average charges between producer in Western 
Canada and the arrival of vessel at British ports, per bushel of wheat 
exported via Montreal, Sorel, Quebec, Vancouver, New Westminster and 
Churchill for the calendar year 1935. 

Map showing freight rates on grain to Port Arthur and in different colours the 
areas which have favourable rates to Churchill. 

Submission by Mr. Theodore Grosenick,. 

Circular letter of the Pioneer Grain Co., Limited, dated August 31, 1936 to All 
ay poppet and Manitoba Agents re Canadian Wheat Board Minimum 

rice. 

Circular letter of Saskatchewan Co-operative Wheat Producers Limited, dated 
September 8, 1936 to All Members of Wheat Pool Committees re Canadian 
Wheat Board Minimum Price. 

Circular letter of Western Grain Company, dated September -9, 1936 to All 
Agents re Canadian Wheat Board Minimum Price. 

Submission by Mr. Frank J. Bolster. 

Letter from Board of Grain Commissioners to Mr. W. H. Ismond. 

Submission by Mr. Richard W. McKinnon, 

Submission by Mr. William A. Small. 

Statement of Canadian Wheat Board daily bushel transactions, for the period 
December 2, 1935 to November 30, 19836—Old Wheat. 

Statement of Canadian Wheat Board daily bushel transactions, for the period 
September 12, 1935 to November 21, 1936—1935 Crop. 

Statement of Canadian Wheat Board combined daily bushel transactions, 
September 12, 1935 to November 30, 1936—1935 Crop and Old Wheat. 

Particulars of 1936 crop wheat received by Canadian Wheat Board during the 
period from August 1 to August 27, 1936, at the provisional price of 873c. 
basis No. 1 Northern and the disposition thereof. 

Statement showing Canadian Wheat Board deliveries and sales, September 1, 
1935 to December 1, 1936. 

Summary of Canadian Wheat Board weekly sales and prices, December 9, 1935 
to July 31, 1936. 

Statement showing Winnipeg closing prices, all grains, by months, August, 1936 
to April, 1937. ‘ 

Statement showing approximate average cost per bushel, Old Wheat, 1936, basis 
No. 1 Northern, Canadian Wheat Board. 

Submission by Mr. James R. Murray. : 

Copy of P.C. 2202. Minute of a Meeting of the Committee of the Privy 
Council, approved by His Excellency the Governor General on the 28th 
August, 1936. ‘ 

Circular letters of the Canadian Wheat Board to Grain Trade. 

Circular letters of North West Grain Dealers’ Association to members re 
Canadian Wheat Board minimum price. 
Circular letters of Saskatchewan Pool Elevators Ltd. to Agents re Canadian 

Wheat Board aa ie tla of 

Further submission r. James R. Murray. 

“Monthly Review of the Wheat Situation”, Vol. 6, No. 10, June 19, 1936. 

C.LF. prices of wheat at Liverpool, January 1, 1930 to February 24, 1937. 

Brochure, “ Developing the British Market for Canadian Wheat”. 

Folder presenting an advertising campaign of the Canadian Wheat Board. 
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445. 


446. 
447. 
448. 
449. 
450. 


451. 


452. 


453. 
454. 
4454. 
455b. 


456. 
457. 


458. 
459. 


460. 
461. 
462. 
463. 
464. 
465. 
466. 


467. 
468. 


469. 
470. 
471. 
472. 
473. 
474. 
475. 
476. 
477. 
478. 
479. 


480. 
481. 


Statement showing approximate average cost per bushel, Old Wheat, 1936, 
Canadian Wheat Board. 

Submission by Mr. Johannes Hinarsson. 

Submission by Mr. Hendrick T. Hansen. 

Submission by Mr. Oscar Glaze. : : 

Submission by the Gull Lake Farmers Organization, presented by Mr. Neil 
McTaggart. y 

Statement showing record of crop yields with cost and price per bushel of 
wheat grown and marketed from the farm of McDermid Rankin. 

Booklet, “ Agricultural Marketing Schemes in Action” by W. H. Myles, MBE., 
M.A., and memorandum re the hops marketing scheme under the Agricultural 
Marketing Act (U.K.) with copy of Act. ; 

Chart submitted by Mr. M.S. Hesla showing closing May prices, average price 
and deliveries made at Grand Coulee during the period August, 1936 to 
May, 1937. 

Submission by Mr. M. 8. Hesla. 

Booklet containing “ Various Statements by Pool Leaders”. 

Annual Reports of the Saskatchewan Co-operative Wheat Producers Ltd., 1925 
to 1930, inclusive. 

Annual Reports of the Saskatchewan Co-operative Wheat Producers Ltd., 1931 
to 1930, inclusive. 

Annual Reports of the Alberta Wheat Pool, 1926-27 to 1935-36, inclusive. 

Annual Reports of the Manitoba Wheat Pool, 1925 to 1930, and of Manitoba 
Pool Elevators, Ltd., 1932 to 1936. 

Copy of George Broomhall’s Corn Trade News, Vol. XLVI, No. 31, July 29, 
1936. 

Telegram dated May 27, 1937 to the Secretary of the Commission from the 
Secretary of the Commercial Intelligence Service, Ottawa, and an extract 
from the Australian Year Book, 1986, re bounties paid to Australian 
farmers. 

Copy of Wheat Act, 1932, 22 and 23, Geo. V, Ch. 24. 

Handbook of Directions to Authorized Merchants, under Wheat Act, 1932. 

By-laws of the Wheat Commission—Fourth Edition. 

Report of the Standard Price Committee—June, 1935. 

Booklets of London Co-operative Society and copy of address on “ Proposals 
for a Price Policy or a Bread Price Board”. 

Memorandum No. 1 of the Secretariat of the Wheat Advisory Committee, 
“The World Demand for Imported Wheat”. 

Memorandum No. 2 of the Secretariat of the Wheat Advisory Committee, 
“The Wheat Policies of European Governments”. 

Submission by Mr. James HE. Dixon. 

Answers of National Federation of Corn Trade Associations to the Commission 
Questionnaire. 

Specimens of Canadian and American Forms of Contract, London Corn Trade 
Association. 

Memorandum No. 3 of the Secretariat of the Wheat Advisory Committee, 
“The International Wheat Agreement” (Confidential). 

Fourth Report of the Wheat Advisory Committee to the Governments signatory 
to the final Act of the Conference of Wheat Exporting and Importing 
Countries, including draft of a new wheat agreement (Confidential). 

Submission by Mr. Andrew Cairns. 

Memorandum and articles of association of the Liverpool Corn Trade Associa- 
tion Limited, with amendments. 

es the Liverpool Corn Trade Association Limited, 1929, with amend- 
ments. 

Contract and by-laws governing wheat (Liverpool grade), the Liverpool Corn 
Trade Association, Limited. 

Resolutions in reference to the grading of wheat on future delivery contracts, 
the Liverpool Corn Trade Association, Limited. 

Form of American parcel contract, ci. terms, Liverpool Corn Trade Associa- 
tion, Limited. 

Market Report of W.S. Williamson & Company, dated July 7, 1937. 

Submission by Mr. H. R. Poussette. 

Submission of M. Jean Goldschmidt, as presented by M. Alfred Goldschmidt. 

Pamphlet, “ Variations in the Price of French Wheat, 1900-1937”. 
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482. 
483. 
484. 
485. 
486. 
487. 
488. 
439. 
490. 
491. 


492. 


493. 
494. 


495. 
496. 


497, 
498. 
499, 
500. 
501. 
502. 
503. 


504. 


505. 


506. 
507. 
508. 


509. 
510. 


sll. 
512. 


513. 
514. 


Memorandum re law enacted August 15, 1986 by Government of France. 

Memorandum re wheat legislation in France. 

Memorandum re wheat regulation in France. 

Memorandum re bread wheat prospects in France. 

Submission in French of Mr. Pierre Jardon, with translation. 

Submission by Mr. J. C. Macgillivray re wheat and flour situation in Germany. 

Address before the Congress of the International Chamber of Commerce, 
Washington, May 6, 1931, by Eugene Van Rompa. 

Statement showing wheat production in Belgium, and imports. 

Memorandum re wheat and flour trade regulations in Belgium. 

Memorandum re effect on sales of Canadian wheat of clearing agreements in 
force between Belgium and certain wheat producing countries, 

Submission of Weil, Hermanos & Co., entitled “Reply to points raised in 
memorandum No. 4, of the Canadian Royal Grain Inquiry Commission”, 
prepared by Messrs. Darnbacher and Flegenheimer. 

Regulations and Arbitration Rules of the Rotterdam Wheat Futures Market 
with amendments. 

Regulations and Arbitration Rules of the Rotterdam Maize Futures Market 
with amendments. 

Descriptive documents re port of Antwerp. 

Statement re wheat and flour situation in the Netherlands, prepared by Mr. 
James Langley. 

Book entitled “The Exchanges of London” by W. S. Dowling. 

Book entitled “The Baltic Exchange” by J. A. Findlay, 

Addendum to Memorandum No. 2, submitted by Andrew Cairns. 

Supplementary statement by C. F. Wilson, showing tariff charges on wheat in 
various European countries. 

“The Agricultural Register, 1936-37”; Oxford University Press. 

Letter dated August 6, 1937, from Yves Lamontagne, Canadian Government 
Trade Commissioner, Brussels, to Commission Counsel, with Memorandum 
of the Roumanian-Belgian Clearing Agreement, 

Commercial Intelligence Journal, Vol. LIV, No. 1667, of January 11, 1936, 
containing article “Commercial Policy of Roumania” by Yves Lamontagne. 

Letter dated August 17, 1937, from James A. Langley, Canadian Government 
Trade Commissioner, Rotterdam, to the Secretary of the Commission, 
attaching letter of F. Darnbacher re level of wheat prices in Winnipeg and 
other markets (Vide Ex. 492). 

Copies of letters of P. Penn (President) and W. C. Bolle (Vice-President) of 
the Rotterdam Grain Futures Association to James Langley, and reply of 
the Secretary of the Commission to James Langley. 

Memorandum “Some Observations on the Grain and Flour Trade of Scotland ” 

y G. B. Johnson, Canadian Government Trade Commissioner, Glasgow. 

Letter from W. T. L. Percy to the Secretary, dated July 21, 1937, with 
addendum to his evidence. 

Copy of letter from the Secretary of the Commission to Mr. George P. 
Broomhall with the latter’s reply and table showing monthly sales made on 
Liverpool Wheat Futures Market, January, 1929 to July, 1937. 

Confidential Exhibit—Weekly price list of Scottish Co-operative Wholesale 
Society Limited, Glasgow, showing list of flour brands. 

Letter from E. L. Lewis, President, of the Liverpool Corn Trade Association 
to Mr. Justice Turgeon re evidence of Mr. Andrew Cairns, and corre- 
spondence of Secretary with Mr. Cairns relating thereto. 

Letters from Pierre Jardon to the Commission dated August 3 and 9, 1987, 
enclosing correspondence with Grands Moulins de Paris and Grands 
Moulins de Corbeil regarding evidence given before the Commission by 
representatives of these firms. 

Confidential Exhibit—Letter from the official reporter dated September 14, 
1937, enclosing letter dated September 11 from the Canadian Government 
Trade Commissioner in Rotterdam and revised version of evidence given by 
C. Van Stolk and W. Verbeek. 

Letter dated September 3, 1937, from the Canadian Government Trade Com- 
missioner at Milan regarding grain trade conditions in Italy. 

Letters dated July 9, August 7 and August 18, 1937, exchanged between the 
Secretary of the Commission and Mr. C. S. Orwin of the University of 
Oxford, together with a statement of costs of growing wheat on four English 
farms in 1934 and 1935. 


» / 


? 


232 


Exhibit 


No 


515. 


516. 


517a. 


517b. 


517c. 
518. 
519. 
520. 
521. 
522. 
523. 
524. 
525. 
526. 
527. 


528. 


529. 


530. 


o3l. 
532. 
533. 
534. 
535. 
536. 
537. 
538. 
539. 
540. 
o41. 
542. 


Letters dated September 1 and 11, 1937, from the Canadian Government Trade 
Commissioner in Rotterdam; and August 20 and 27, 1937, from the 
Assistant Canadian Government Trade Commissioner in Brussels, together 
with the Secretary’s reply thereto, regarding the per capita consumption of 
bread in The Netherlands and Belgium respectively. ag 

Article by H. L. Brown, Assistant Canadian Government Trade Commissioner 
in London, dated May 31, 1937, entitled “Foodstuffs in the London 
Market”. 

Hearing before the Committee on Agriculture, U.S. House of Representatives, 
on Bill H.R. 8829, re Regulation of Grain Exchanges, April, 1934. 

Hearing before the Committee on Agriculture, US. House of Representatives, 
on Bill H.R. 3009 (Commodity Exchange Act), February, 1935. 

Hearings before the Committee on Agriculture and Forestry, United States 
Senate on Bill H.R. 6772 (An Act to Amend the Grain Futures Act), 
April, 1936. 

Bill H.R. 8829—An Act to Amend the Grain Futures Act. 

Rules and Regulations of the Secretary of Agriculture under the Commodity 
Exchange Act, July, 1937. 

Reporting Forms of the Commodity Exchange Administration, Nos. 200, 201, 
202, 203, and 204. 

Circular No. 328, United States Department of Agriculture, “Trading in 
Privileges on the Chicago Board of Trade” by Paul Mehl. 

Submission by Mr. Paul Mehl. 

US. Senate Document No. 135, 1926, “ Fluctuations in Wheat Futures”. 

US. Senate Document No. 264, 1929, “ Reports by Members of Grain Futures 
Exchanges”. 

US. Senate Document No. 123, 1930, “ Reports by Members of Grain Futures 
Exchanges, Part IL”. 

US. Senate Document No. 61, 1983, “Suspension of Reports of Large Speculative 
Accounts in Grain Futures”. 

Reprint from Journal of Farm Economics, July, 1934, “ Trading in Futures and 
Price Fluctuations ” by Paul Mehl. 

US. Department of Agriculture Bulletin No. 1479, March, 1927, “Speculative 
Transactions in the 1926 May Wheat Future” by J. W. T. Duvel and 
G. Wright Hoffman. i 

Statement showing relationship between daily price range and net price change, 
opening to close, of the dominant wheat future and the daily volume of 
trading in wheat futures on the Chicago Board of Trade; compiled by Paul 
Mehl, 1935. 

Statement showing annual volume of trading in Chicago wheat futures in 
relation to supplies of wheat, by crop years 1922-23 to 1933-34, by Paul 
Mehl, 19385. 

Statement showing trading in job lots and round lots in wheat and corn 
futures at Chicago, by Paul Mehl, 1936. 

Chart showing Chicago wheat futures held by two large speculative groups, 
June 14 to July 31, 1933. 

Chart showing daily net position in all Chicago wheat futures of each of five 
large speculators from May 27 through July 27, 1933. 

United States Department of Agriculture, Commodity Exchange Administration 
bulletin entitled “A Primer of Trading in Commodity Futures”. 

Reprint from the Illinois Law Review, Volume XXXII, No. 2, June, 1937, 
“Legal Status of Trading in Futures” by H. S. Irwin. 

Pamphlet, “ Risk Assumption in Trading on Exchanges” by H. S. Irwin. 

Reprint from the Journal of Political Economy, No. 1, February, 1935, 
iBpone Cycles in Aggregates of Wheat Futures Contracts” by H. S. 

rwin. 

Pamphlet, “Seasonal Tendencies in Wheat Futures Prices, 1936” by H. S. Irwin. 

Pamphlet, “ Impressions Concerning Country Trading in Grain Futures”, April, 
1936, by H.S. Irwin. 

Graphic illustration of distribution of Iowa traders who held wheat futures 
only, on the Chicago Board of Trade, September 29, 1934. 

Graphic illustration of distribution of wheat futures of Iowa traders in round 
and job lots, September 29, 1934. 

Graph showing various functions of Commodity Exchange Administration. 
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No. 
543. 
544. 
545. 
546. 


547. 
548 


549, 
550. 


551. 


552. 
553. 


554. 
555. 


556. 


5Di. 
558. 
559. 


560. 
561. 


562a. 
562b. 
563. 
564. 
565. 
566. 


567. 
568. 


569. 
570. 
571. 
572. 


573. 


574. 


List of all commodity futures markets designated as such by Commodity 

Exchange Administration, including date of designation and commodities in 
_ Which future trading is conducted. 

List of commodities in which futures trading is conducted in the US., includ- 

ing year in which trading began, and markets. 

ies by J. M. Mehl on governmental regulation of the commodity exchanges; 

Address by J. M. Mehl on “The Commodity Exchange Act as it Affects the 
Grain Trade”. 

Address by J. M. Mehl on “ Administration of Commodity Exchange Act”. 

sa Se Ae M. Mehl on “ Objectives of Federal Regulation of the Commodity 

xchanges”. 

Address by J. M. Mehl, “The Co-operative Elevator’s Interest in the 
Commodity Exchange Act”. 

US. Department of Agriculture Statistical Bulletin No. 54, “Wheat Futures, 
Volume of Trading, Open Commitments and Prices, from January 3, 1933 

__to December 31, 1935”. 

Bill H.R. 7577, June 18, 1937 (US.). <A Bill to provide an adequate and 
balanced flow of the major agricultural commodities in inter-state and 
foreign commerce, and for other purposes. 

Memorandum presented to the Royal Grain Inquiry Commission by the 
Manitoba Co-operative Conference. 

Memorandum of the United Farmers of Manitoba. 

Presentation of Canadian Seed Growers’ Association. 

Circular No. 12 of the Canadian Seed Growers’ Association, “ Regulations and 
other Information Governing the Production of Elite Stock of Self- 
fertilizing Crop Plants”. 

Circular No. 6 of the Canadian Seed Growers’ Association, “Rules and Regu- 
lations Governing the Production of Registered Seed of Self-fertilizing 
Grain Crops”, 

By-laws of Canadian Seed Growers’ Association, revised June 17, 1931. 

The Seeds Act, 1936, with amendments and regulations. 

Circular No. 15 of the Canadian Seed Growers’ Association, “Varieties of 
Crops Accepted for Registration”’. 

Annual Report of the Canadian Seed Growers’ Association, 1930-31. 

Circular No. 16 of the Canadian Seed Growers’ Association, “Forage Crop 
Regulations”. 

Canada ‘Grain Act, 1930. 

Amendments to, 1934. 

Circular No. 63 of Board of Grain Commissioners re grading of Garnet Wheat. 

Circular No. 65 of Board of Grain Commissioners re grading of Barley. 

Circular No. 66 of Board of Grain Commissioners re grading of Red Spring 
Wheats. 

Circular No. 71 of the Board of Grain Commissioners re Grain Standards, 1935, 
Commercial Grades. 

Annual Report of the Canadian Seed Growers’ Association, 1935-36. 

Report of the Minister of Agriculture, Canada, for the year ending March 31, 
1922. 

Report of the Minister of Agriculture, Canada, for the year ending March 31, 
1923. 


Statement showing amount and value of cereal crop seed used in Canada, 
1936 and 1937. 

Report on sale of Winnipeg May wheat futures by the Canadian Wheat Board, 
December 13 to 19, 1935. 

Copy of letter of March 18, 1937 from Assistant Commission Counsel. to all 
Exporters and Millers who purchased futures from the Canadian Wheat 
Board. 

Copy of letter of January 4, 1937 from Assistant Commission Counsel to all 
members, Winnipeg Grain and Produce Exchange Clearing Association, 
together with schedule as to trades, December 13, 1985. 

Copy of letter of February 22, 1937 from the Assistant Commission Counsel to 
all members, Winnipeg Grain and Produce Exchange Clearing Association, 
together with schedule as to change in position, December 12 and 13, 1935. 
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Exhibit 
No. 

575. Copy of letter of June 19, 1937 from Price, Waterhouse and Company to clear- 
ing members of Winnipeg Grain and Produce Exchange Clearing Association 
with schedule of return as to position, purchases and sales of clients on 
December 12 and 18, 1935. 

576. Report of Glendinning, Gray and Roberts, C.A. to the Canadian Wheat Board 

regarding the transactions related to the May wheat cleared by the Canadian 
Wheat Board at 87$c. on December 18, 1935. 

577. Summary of report by Glendinning, Gray and Roberts, C.A., dated March 6, 
1936 (Exhibit 576). 

578. Statement showing comparison of figures of Glendinning, Gray and Roberts 
and Price, Waterhouse and Company on export sales of wheat and flour 
on December 138, 1935. 

579. Submission by Dr. F. Hedley Auld. 

580. Tabulated statement of the wheat crop of Saskatchewan by districts, 1916 
to 1936. 

581. Series of crop maps of Saskatchewan, 1918 to 1937 inclusive, showing approxi- 
mate average wheat yields by municipalities. 

582. Series of crop maps of Saskatchewan, 1907 to 1917 inclusive, showing approxi- 
mate average wheat yields, by crop districts. 

583. Map, showing Saskatchewan relief area, 1929 to 19386 inclusive, showing areas 
in which relief of all kinds was extended. 

584. Map showing Saskatchewan prospective relief area, September 21, 1937. Off- 
cial Drought Area, 1937. 

5385. Statement showing seed and relief grain purchased by Saskatchewan Govern- 
ment by relief periods, seasons 1931-32 to 1936-37 inclusive. 

586. Act of 1934-85 (Chapter 33). An Act to enable municipalities to borrow money 
for distribution of seed grain and supplies, with amendments of 1936 
(Chapter 44) and 1937 (Chapter 33). Saskatchewan. 

587. Act of 1937 (Chapter 36) respecting the granting of relief and agricultural aid 
in municipalities. Saskatchewan. 

588. Act of 1987 (No. 18) respecting advances to purchase seed grain and other 
supplies, Province of Saskatchewan. 

589a. Act of, 1937 (Chapter 92). An Act respecting debt adjustment in the drought 
and other areas of the province of Saskatchewan. 

589b. Act of 1936 (Chapter 83). An Act respecting advances to purchase seed grain, 
Province of Saskatchewan. 

590. Map of Municipalities 38, 39, 40, 68, 69, 70 and 71 southwest of Weyburn, 
showing land classification, based on suitability for wheat production. 

591. Statement showing Canadian. Co-operative Wheat Producers Limited daily 
financial position together with daily purchases and sales of wheat, oats 
and barley futures. Purchasing agency, seed and feed relief, from Septem- 
ber 22, 1931 to August 19, 1932. 

592. Statement showing Canadian Co-operative Wheat Producers Limited daily 
financial position together with daily purchases and sales of oats futures. 
Purchasing Agency seed and feed relief from February 15 to June 23, 1933. 

593. Statement showing Canadian Co-operative Wheat Producers Limited daily 
financial position together with daily purchases and sales, oats and barley 
futures. Purchasing Agency, seed and feed relief from. august 16, 1933 
to July 20, 1934. 

594. Statement showing Canadian Co-operative Wheat Producers Limited daily 
financial position together with cash grain and futures operations. Wheat 
and oats division, Department of Agriculture, Saskatchewan Government, 
from November 6, 1934 to April 21, 1937. 

595. Statement showing Canadian Co-operative Wheat Producers Limited daily 
position, cash grain and futures, oats division, Saskatchewan Govern- 
ment account, season 1930-31 Pool and Clearing House, for months of 
May, June and July, 1935. 

596. Statement showing Saskatchewan Government oats account carried by Cana- 
dian Co-operative Wheat Producers Limited, period 1934 to 1937. 

597. Statement showing Canadian Co-operative Wheat Producers Limited oats 
division, 1930 crop. Summary of transactions from November 1, 1934 to 
November 27, 1985. 

598. Statement showing daily futures transactions, oats division—Canadian Co- 
operative Wheat Producers Limited. 

599. Submission by Mr. Joseph E. Grierson. 
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600. “A study of the Fluctuations which have occurred in the Price of Wheat on 
the Liverpool and Winnipeg Markets from 1929 to September, 1937 and 
Some Observations upon the Various Factors Which Tend to Influence and 
to Govern Wheat Prices” by Major H. G. L. Strange. 

601. Submission by Mr, Wilfrid Metcalfe. 

602. Submission by Mr. James A. Morton. 

603. Submission by Mr. William R. Doyle. 


604. 
605. 
606. 


607. 
608. 


609. 


610. 
611. 
612. 
613. 
614. 
615. 
616, 
617. 
618. 
619. 


620. 
621. 
622. 
623. 


624. 


625. 
626. 
627. 
628. 
629. 


Submission by Mr. James Arthur Ross. 

Chart showing five centuries of wheat prices, 1400 to date. 

Copy of letter dated October 1, 1937, from Mr. J. B. Rutherford of the Dom- 
inion Bureau of Statistics to Major H. G. L. Strange, with tables showing 
cash income per farm and total cash income from the sale of principal 
ee ey eee calendar years 1926 to 1936, Manitoba, Saskatchewan and 

erta. 

Submission by the Board of Grain Commissioners for Canada re John Glossop. 

Copy of a letter dated September 16, 1929 to the Board of Grain Commissioners 
from R. Newton, Secretary of the Associate Committee on Grain Research, 
re drying of grain. 

Circular No. 4 of the Board of Grain Commissioners to all licensees, public 
ane semi-public terminal elevators re mixture of tough grain with straight 
grades. 

Copy of Regulation No. 8, 1930, of the Board of Grain Commissioners re inspec- 
tion and grading of grain after treatment. 

Copy of Regulation No. 44, 1935, of the Board of Grain Commissioners re dry- 
ing of grain. 

Copy of Regulation No. 1, 1930, of the Board of Grain Commissioners re 
registration and cancellation of terminal elevator warehouse receipts. 

Copy of Board of Grain Commissioners’ original documents of annual audit 
of McCabe Grain Company’s elevator (Bin No. 112) at Port Arthur. 

Statement by Board of Grain Commissioners of handlings of wheat at Fort 
William-Port Arthur terminal elevators, showing comparative shortages and 
overages in mixing and non-mixing grades. 

Submission by Mr. F. A. Sirett. 

Map of Manitoba showing territory covered by Mr. Vincent Poloway’s survey. 

Statement showing summary of original purchases and sales of wheat options 
for customers’ accounts, Saskatchewan Pool Elevators, 1931-32 to 1936-37, 
inclusive. 

Statement showing analysis of customers’ option accounts, August 1, 1931 to 
July 31, 1937, Saskatchewan Pool Elevators. 

Chart showing Winnipeg and Liverpool spreads, June and July, 1933, also 
amounts bought for and sold by the stabilization agency. Statement show- 
ing prices of Liverpool futures and No. 1 Northern cash Winnipeg in store 
Fort William for June and July, 1933. 

Wheat Studies, Vol. VII, No. 8, July, 1931, containing article “ Financial 
Results of the Speculative Holding of Wheat”. 

Submission by the Board of Grain Commissioners for Canada to the Royal 
Grain Inquiry Commission re “ Grading by Protein”. ney 

Copies of correspondence between the Board of Grain Commissioners and the 
National Research Council, Ottawa. : 

Submission by Dr. W. F. Geddes “The Quality of Western Canadian Hard 
Red Spring Wheat in Relation to Grading and Marketing, with Particular 
Reference to Protein Content”. ; ‘5 \ 

Copy of Saskatchewan Sessional Paper No. 72, 1937 Session, containing copies 
of correspondence between the Federal and Provincial Governments re the 
purchase, sale and holding of grain options. 

Copies of correspondence between Mr. John I. McFarland and Counsel or 
Secretary of the Commission. 

Copy of letter from Dr. F. Hedley Auld to Mr. John I. McFarland, dated 
November 8, 1934. 

Letter from Mr. John I. McFarland to Dr. F. Hedley Auld, dated November 6, 
1934. 

Letter from Mr. George H. McIvor to Dr. F, Hedley Auld, dated November 6, 
19, 


34. 
Copy of a letter from Dr. F. Hedley Auld to Mr. John I. McFarland, dated 
November 8, 1935. 
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No. 


630. 
631. 
632. 
633. 
634. 


635. 
636. 


637. 
635. 


639. 
640. 


641. 
642. 


643. 
644. 


645. 
646. 


647. 
648. 
649. 


650. 


651. 
652. 


653. 
654. 


Letter from Mr. John I. McFarland to Dr. F. Hedley Auld, dated November 9, 
1935. 

Copy of telegram from Hon. J. G. Gardiner to Rt. Hon. R. B. Bennett, dated 
November 12, 1934. 

Copy of telegram from Hon. J. G. Gardiner to Rt. Hon. R. B. Bennett, dated 
November 14, 1984. : 

Copy of letter from Rt. Hon. R. B. Bennett to Hon. J. G. Gardiner, dated 
November 20, 1934. : 

Copy of letter from Hon. J. G. Taggart to Mr. W. C. Folliott, dated July 9, 
1935 


Letter from Mr. Geo. H. McIvor to Hon. J. G. Taggart, dated July 18, 1935. 

Copy of letter from Hon. J. G. Taggart to Mr. John I. McFarland, dated 
November 14, 1935. 

Copy of P.C. 975 of April 12, 1935. . 

Photostat copies of ledger accounts of Saskatchewan Government in wheat and 
oat options with Canadian Co-operative Wheat Producers, Ltd. 
Statement showing Trading Account, 1934-35 season, Saskatchewan Government. 
Letter from Mr. W. M. Aitken, Chief Accountant, Canadian Co-operative Wheat 

Producers, to Dr. F. Hedley Auld, dated June 1, 1935. 

Copy of letter from Dr. F. Hedley Auld to Messrs. Price, Waterhouse and 
Company, dated June 4, 1935. 

Copy of telegram from Dr. F. Hedley Auld to Messrs. Price, Waterhouse and 
Company, dated June 10, 1935. 

Letter from Mr. W. M. Aitken to Dr. F. Hedley Auld, dated June 29, 1935. 

Copy of letter from Dr. F. Hedley Auld to Messrs. Price, Waterhouse and 
Company, dated July 3, 1935. 

Letter from Mr. W. M. Aitken to Dr. F. Hedley Auld, dated July 27, 1935. 

Letter from Dr. F. Hedley Auld to Messrs. Price, Waterhouse and Company, 
dated July 29, 1935. 

Option confirmations, 1934-35, Government of Saskatchewan and Canadian Co- 
operative Wheat Producers Ltd. (in possession of Mr. John R. Bunn, 
Regina; to be produced on request). 

Purchase and sale accounts, 1934-85, Government of Saskatchewan and Cana- 
dian Co-operative Wheat Producers Ltd. (in possession of Mr. John R. 
Bunn, Regina; to be produced on request). 

Summary of daily purchases of cash oats, 1934-35, from confirmations. 

Statement showing oats quotations on the Winnipeg Grain Exchange, July 2 to 
31, 1935. 

Statement showing closing and average prices, oats, June and July, 1936. 

Memoranda showing transactions since the year 1930, pertaining to the handling 
of grain for relief and seeding purposes in the province of Manitoba. 

Bulletin No. 18, National Research Council, “Interim Report on Protein 
Content as a Factor in Grading Wheat’, 1929. 

Bulletin No. 14, National Research Council, “Report on Inquiry in Europe 
Regarding the Feasibility of Using Protein Content as a Factor in Grading 
and Marketing Canadian Wheat”, 1930. 

US. Department of Agriculture Miscellaneous Bulletin, No. 140, “ Protein Tests 
for Wheat and Oil Tests for Flaxseed and Soy Beans”, February, 1932. 

Winnipeg Grain and Produce Exchange Clearing Association Member’s Card 
for Pit-trading. 

Winnipeg Grain and Produce Exchange Clearing Association Bought, Sold and 
Closing Sheets for all Wheat Futures and Cash Closing Sheet. 

Winnipeg Grain and Produce Exchange Clearing Association Bought, Sold and 
Closing Sheets for Coarse Grain Futures. 

Winnipeg Grain and Produce Exchange Clearing Association Daily Trade and 
Charge Sheets. 

Winnipeg Grain and Produce Exchange Clearing Association Daily Balance 
_ Sheets Showing Net Position and Debit or Credit of Clearing Members. 
Winnipeg Grain and Produce Exchange Clearing Association Delivery Notice 

All Grains. 
Memorandum by Dr. Sanford W. Evans re Evidence of Mr. Paul F. Bredt. 
sane witiiags Winnipeg and Liverpool October Futures, July 1 to October 31, 


? 


Memorandum of Dr. Sanford W. Evans re prices in 76 market days of 1929. 
Chart showing Winnipeg and Liverpool prices and weekly shipments in July, 
August and September, 1929. 
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666. Charts showing (a) Winnipeg cash and Liverpool futures prices, 1936-37, and 
) Winnipeg and Liverpool prices, 1935-36. 

667. Resolution passed by meeting of farmers in Agricultural Hall, Waterhole, Alberta, 
Friday, October 22, 1937, 

668. Tabulation of Tests for Protein Content 1°, 2°, 3°, wheat of Peace River 
District compared with Winnipeg average. (1937 crop.) 

669. Copy of telegram from Mr. E. V. Bergin, President, Clairmont, Alberta, Board 
of Trade to Mr. E. B. Ramsay, Board of Grain Commissioners. 

670. Report of the Chief Chemist to the Board of Grain Commissioners re the 
milling and baking quality of several 1937 crop Peace River wheats. 

671. Submission by Mr. George E. Cathcart re options. 

672. Submission by Professor Frank A. Knox. 

673. Submission by Montreal Corn Exchange Association. 

674. Copy of article in Financial Times of October 15, and additional comments by 
Dr. J. Ernest Lattimer. 

675. erie ed Dr. Alonzo E, Taylor entitled “The Wheat Trade Problem of 

anada”’, 

676. Wheat Studies of the Food Research Institute, Vol. VII, No. 4, February, 1931, 
containing article “Speculation, Short Selling and the Price of Wheat” by 
A. E. Taylor. 

677. Copy of article in Journal of the Farmers’ Club entitled “The Stabilization of 
Wheat Prices” by E. F. Wise, C.B., M-P. 

678. Report of the British Royal Commission on Food Prices, 1925, with minutes 
of evidence and appendices. 

679. US. Department of Agriculture Technical Bulletin No. 535, 1936, “Wheat 
Requirements in Hurope” by J. H. Shollenberger. 

680. Book entitled “Future Trading Upon Organized Commodity Markets” by 
G. Wright Hoffman. 

681. Form of reporting information required as at close of business, June 14, 1935, 
by members of Winnipeg Grain Exchange. 

682. Questionnaire re wheat position of members of Winnipeg Grain Exchange on 
October 1, 1984. : 

683. Extension of statement re October 1, 1934, questionnaire (Vide Ex. 682). 

684. Form of reporting information required at close of business, December 2, 1935, 
by members of Winnipeg Grain Exchange. 

685. Submission by Mr. George S. Mathieson. 

686. Pamphlet, “Corn in Industry”. ; 

687. Proceedings of the Second Dearborn Conference of Agriculture, Industry and 
Science, May 12, 18, and 14, 1936. te: 

688. Pamphlet No. 1, of the North-West Grain Dealers’ Association, “Farmers of 
Western Canada in Account with Farm Weeds”. } : 

689. Presentation No. 2 of United Grain Growers Ltd. to the Royal Grain Inquiry 
Commission, “ Proposals for Enlarging the Market for Canadian Wheat”. 

690. Outline of suggestion for the establishment of a Canadian Wheat Institute, 
for the purpose of enlarging the market for Canadian wheat, and promoting 
its sale. : 2 

691. Proposals for the establishment of the Canadian Wheat Institute as a national 
body to conduct work in the interests of Canadian wheat. 

692. The Country Guide, August, 1934, containing article, “The Canadian Wheat 
Institute” by Henry L. Griffin. i 

693. “Proposals for inligap the Market for Canadian Wheat” presented by United 
Grain Growers, Limited, to the Commission. f i 

694. Memorandum on the Canadian Wheat Trade, prepared by United Grain 
Growers, Ltd., for the information of the Committees appointed by the 
Government of Canada in connection with the Imperial Conference, 1932. 

695. Charts and tables showing daily closing barley prices, November 16, 1936 to 
January 15, 1937 and daily closing rye prices, June 15 to August 14, 1937. 

696. Letter from Mr. J. Todd to the Commission re barley and Durum prices and 
letter from Mr. E. B. Ramsay to the Commission re Mr. Todd’s letter. 

697. US. Department of Agriculture file of notices to the Press re Hearings by the 
Commodity Exchange Administration. | 

698. Submission by Mr. A. E. Darby re regulation of futures markets, __ 

699. Wheat statistics re storage capacity, receipts, deliveries and production. 

700. Letter from Hon. E. N. Rhodes to Hon. J. G. Gardiner, dated November 2, 


1934. 
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No. 

701. Copy of P.C. 3937, of December 23, 1935. 

702. Copy of P.C. 784, of March 31, 1936. 

703. Commercial Intelligence Journal, Vol. LVI, No. 1718, of January 2, 1937. 

704. Rules and Regulations of the Chicago Board of Trade. 

705. Charter By-Laws and Permanent Resolutions of Board of Trade Clearing Cor- 
poration. 

706. Interpretations of Rules by the Directors and Standing Committees, Chicago 
Board of Trade. 

707. “Review of the Canadian Flax Situation” submitted by Mr. Liersch, Secretary- 
Treasurer of the Canadian Flax Association. 

708. Further Submission by J. E. Grierson, Winnipeg. 

709. Digest of Article by Professor Holbrook Working on “ Financial Results of the 
Speculative Holding of Wheat.” 

710. Chart of wheat prices for five centuries, submitted by Major H. G. L. Strange. 

711. The Canadian Journal of Economics and Political Science, Vol. III, No. 4, 
November, 1937, containing article “ The Rehabilitation of the Prairie Wheat 
Economy ” by 1G. E. Britnell. 

712. Report of the Chief of the Commodity Exchange Administration, 1937. 

713. Submission by Mr. Leslie D. Wilgress. (Confidential Exhibit.) 

714. Copy of letter of September 24 from the Commission Secretary to Mr. Leslie 
D. Wilgress. 

715. League of Nations Publication “Considerations on the Present Evolution of 


Agricultural Protectionism”. 
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APPENDIX VI 
SEASONAL MOVEMENT OF WHEAT PRICES 


A. SumMary oF OPINIONS AND Previous STupIES 


The opinion is fairly widely held that wheat prices are lower in the 
fall months when the farmers are delivering their crop, as a result of the 
hedging pressure on the futures market. This opinion has been challenged 
by others and it is therefore pertinent to review the more recent evidence 
and literature and the actual prices in an attempt to throw some light on 
the controversy and confusion. 

Mr. James A. Richardson, appearing on July 9, 1931, before the Select 
Standing Committee on Agriculture and Colonization in Ottawa, said: 

“But as far as the idea goes that wheat is cheap in October 
and November and lower in the other months of the year, there is 
no greater fallacy in the world. 

“We have records in the Winnipeg Grain Exchange on the 
price of wheat every month in the year, and those records will show 
that our fall prices—when we take into account interest, storage 
and other charges—that our fall prices are the best in the year, 
year in and year out.” 


Mr. Sidney T. Smith, before the same Committee on July 10, was 
asked by Mr. Myers: 

“Take any average year when wheat is offered at an average 
price, is it not true that at a certain time in the fall of the year 
when there is a big lot of wheat on hand, that prices drop a little 
for a while?” 

Mr. Smitru: “ Well, I think so.” 


The sole recommendation of this committee concerning wheat was: 

P. 309.—“ In view of the evidence given before the committee, 
it is recommended that the Government take whatever steps it may 
deem necessary to prevent a drastic decline in the price paid to 
producers of wheat especially during the fall months when the bulk 
of the crop is being marketed.” 


Messrs. James Stewart and F. W. Riddell in their Report to the 
Government of Saskatchewan on Wheat Marketing in 1921 said: 
P. 10—*The result of selling by either of these two methods 
is that wheat is daily offered for sale in quantities which reveal 
a lack of correspondence between actual supply and demand. Dur- 
ing the early months of the season, when a large volume of wheat 
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is offered for sale, there is a natural decline in prices. This system 
of competitive selling permits of no intelligent regulation of supplies 
of either the farmers’ wheat or that owned by the elevator com- 
panies.” 


The two methods of selling referred to were (1) street or track and 
(2) consignment. 

Pp. 15-16—“ Three-quarters of the farmers’ wheat is marketed 
during a period of three months, at the beginning of the season, 
when the price of wheat usually is depressed. During the 
remaining nine months the tendency has always been for the 
price of wheat to ascend to higher levels, with the result that the 
producer only gets the benefit of the prevailing higher prices for 
the remaining quarter of his season’s crop. The consumer, on the 
other hand, pays for his flour on the basis of current prices for 
wheat. Therefore, if as a rule the wheat market inclines to low 
levels during three months of the year, and to high levels during 
nine months of the year, because the bulk of the producers’ wheat 
comes on the market in the shorter period, it would be to the 
advantage of the consumer, as well as the producer, if the delivery 
of that wheat crop could be more evenly spread over the entire 
twelve months. If this could be done, fluctuations in prices would 
be lessened, and it is a well recognized fact that fluctuations in 
prices are detrimental either to the producer or consumer.” 


Evidence of Winnipeg Grain Hxachange Presented to the Royal Commis- 
sion to Enquire unto Trading in Grain Futures (Exhibit No. 129, 
Pages 83-87) 


The statement submitted to the Stamp Commission by the Winnipeg 
Grain Exchange to show the loss or gain by holding No. 1 Northern wheat 
from September, October, November or December and selling it on the 
following May 1 covered the 10 pre-war years 1904-05 to 1913-14 and 
the ten post-war years 1920-21 to 1929-30. 

Interest was charged at 7 per cent and elevator charges at %o cent 
per day. The average charges were: 


Pre-war 
(cents per bushel) Ce nm Maachel) 
SeptemberutorMay Wit Ck Uae ae 10.8 1320 
October ito: Maile fe hea. flee eens 9.3 10.9 
November towbar aa is She. Go eee ee oe 9.1 
DecembersetonwMiay. Wh leas) etn ten swe aie 6.1 ee 


With full allowance for carrying charges, the average net losses per 
year were as follows:— 


Pre-war Post-war 

(cents per bushel) (cents Usa bpskel) 
Septemberto May tics ween en eee 8.39 17.47 
OctoberttosMiay Ms Mtiits (ke Ny ote Met tet ret 5.8 7.59 
November to May 1.... .. afi Rey tepee 2 of 2.39 4.17 


December tomMay dsc oc eo. ne eee nie the cic 0.72 (gain) 2.14 
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In all cases, except the pre-war December to May 1 holding, the 
carrying charges were greater than the advance in prices. With no 
allowance for carrying charges, the increases in prices were as follows: 


Pre-war Post-war 
(cents per bushel) (cents per bushel) 
penpewiberrto: Mag wie. Wee in Daa 4.5 (loss) 
October ito: Maya leer sapien) oe lon ero 3.5 3363) 
November: toy. Mia ill oly hn. selec) eye ues ak Bis: 4.9 
December toMayl....... a 6.8 oul 


In all cases, except the post-war September to May 1 holding, there 
was an advance in prices. In the exception mentioned, there was a decline 
in prices without consideration of carrying charges. 

The pre-war period used may be fairly said to be representative, 
but not the post-war period, 1920-21 to 1929-30. In this latter period, 
two years 1920-21 and 1929-30 over-rule all the others, being periods of 
unusual price decline. In examination, Sir Josiah Stamp raised this 
question with regard to 1920-21, when the fall in world prices was general 
and abnormal. (See pages 154-5, ‘Evidence and Proceedings before the 
Commission to Inquire into Grain Futures,” Exhibit No. 142). 

The same applies to 1929-30. The effect of including these two years 
is that the period chosen underwent a net price decline of $1.674 per bushel 
(from $2.734, the average cash price in September, 1920, to $1.044 on 
May 1, 1930) which vitiates any conclusions drawn. If 1920-21 and 1929- 
30 are excluded, there remains an eight-year period with a net price 
decline of only 274 cents from September, 1921, to May 1, 1929, or a net 
price rise averaging 72 cents from the other autumn months of 1921 to 
May 1, 1929. For this period, on the basis adopted in the statement in 
question, the results would be as follows: 

Allowing for Without carrying 


carrying charges charges 

(cents per bushel) (cents per bushel) 
September itor May? levi. Aue nlemee | te —1',.25 +11.11 
October to Way Wie elke oe yee erat el as +4.13 +14.48 
November tomMidy Wm sc... nek ie es bee +3.36 +12.19 
Wecember to, Mayle, wa 2 fe 1 ate +4.50 +11.53 


For that period of eight years, on the basis adopted, there would thus 
have been a gain from holding wheat until May 1, except in the case of 
September, if full commercial carrying charges were paid. The gain is of 
course much greater if carrying charges are not paid, and for farmers 
holding wheat on their farms, even if allowance is made for the cost of 
insurance and financing, but without paying the elevator storage charges 
of 1 cent per bushel per month, the gain would have been substantial. 


“Price Effects of Canadiun Wheat Marketing,” by Dr. Holbrook Work- 
ing in Wheat Studies, Vol. XIV, No. 2, October, 1937. 


For his analysis of seasonal price variations, Dr. Working used the 
sixteen-year period, 1921-22 to 1936-37. The monthly average prices of 
No. 1 Northern were given in U.S. cents per bushel as follows: 
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WAU CUSE fe: ie INR Ge Gee be op prMaines, maha Seeeeer ee 115.6 (high) 
September dhe Me Pro tee Se che, Luan tauta cher Rete ARE ate Gite skeen 106.7 
Gctoherihitit. So ATRL. AE. TGR, STOR Ra <a 103.9 
Nowvenmber ic cuner semen we encte 6 5 cc.k ting Ma ty gia, Wt eee eee a 104.2 
December ii 8s etek kee, SR! 2 be Fa Oe ia ONT eve a es 103.8 (low) 
DANUAT Ys cose eho pas e: ahs ole clin sds og nanny temer eat oie pm esate nets 106.1 
EO LUAL Yi eso. eee ee ote clon 6 <4, Sal Sie a Mee ele Se ee eae 108.1 
March .. ital Ne nae Ae 107.4 
April .. eer 108.9 
May .. ee 110.5 
June. sat 2 ~ 108.9 
July . EIA etital i 114.8 
The conclusions expressed regarding this series are as follows: 


P. 38.—“ For the postwar years from 1921-22 there appears 
clearly to have been a tendency for prices of spot wheat in Canada 
to be at their lowest during two or three months after harvest and 
then to rise progressively, though somewhat irregularly, to a maxi- 
mum shortly before the next harvest. Between the three months 
(October-December) for which prices averaged lowest over sixteen 
years and the three (June-August) for which they averaged high- 
est, the price difference has been a little over 7 cents. If this 
difference be supposed representative of a general tendency for such 
a seasonal variation to recur year after year, there may arise the 
question whether such a range of variation is excessive. To this no 
answer is here attempted. Instead there are presented, to con- 
tribute perspective for judgments, certain comparable data on sea- 
sonal average prices of other wheats.” 


P. 38— Toward one extreme stand prices of Australian wheat, 
with an average seasonal variation less than that of Canadian wheat 
and an average course very peculiarly related to the timing of the 
harvest. Toward another extreme stand prices of British domestic 
wheat, with an average seasonal variation greater than that of 
Canadian wheat despite the relatively moderate variation in rate of 
marketing of British wheat, and an average course suggesting that 
the system under which the wheat is marketed rather imperfectly 
meets the very modest requirements placed upon it.” 


P. 39— Pursuing the inquiry further, we employ in the subse- 
quent sections of the study a still more refined and searching method 
of analysis. From this there emerge evidences of price effects, that 
seem legitimately attributable to variations in the rate of farm 
marketing. The effects are small—indeed, for the most part they 
are barely within the powers of this refined analysis to detect. 
Perhaps the results are significant chiefly as a demonstration that 
for most purposes the price effects of variations in the rate of 
marketing may be regarded as negligible. The principal effects 
among those noted seem only indirectly related to the rate of 
country marketing. The Winnipeg price tends to decline relative 
to Liverpool early in the marketing season under the pressure of 
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adjustments necessary to permit a rapid export movement. The 

occurrence of such price adjustments is perhaps not an indication 

that the rapid country marketing leads to undue price depression 

and an excessive rate of export; but rather that the Winnipeg price 

tends to be somewhat too high at the beginning of the season, and 

to fall into an appropriate relation to Liverpool only as the require- 

ments of the situation are clarified in the course of meeting them.” 

Dr. Working points out in the course of his analysis that, during most 

of the years covered, organizations and measures that had the effect of 

relieving hedging pressure were operating. These were the Wheat Pools, 

Stabilization operations and the Canadian Wheat Board. Further Dr. 

Working had no information on the technical conditions of the Winnipeg 
futures market where the bulk of the hedging is done. 


“Seasonal Tendencies in Wheat Futures Prices,’ by H. S. Irwin, United 
States Department of Agriculture, Grain Futures Administration, 
January, 1936. (Hxhibit No. 588). 


This study relates to the United States and to futures prices and is 
mainly pertinent in its finding of an “ irregular but well-defined tendency 
toward two cycles per 12 months,” but further: 

“These cycles are occasioned only indirectly, if at all, by 
fundamental conditions such as the balance between demand and 
supply, the rate of marketing and kindred factors. They are gov- 
erned in the main by what may be termed broadly the ‘technical 
conditions’ of the market, including the degree of public participa- 
tion and the way in which the numerous small traders enter and 
leave the market.” 


Dr. Working’s study of Canadian prices would have been more satis- 
factory if he could have secured such technical data on the Winnipeg 
market. 


B. SeasonaL MovEMENT OF WINNIPEG PRICES 


This memorandum embodies the results of a study of Winnipeg cash 
and futures wheat prices over a period of years long enough to permit 
of drawing conclusions from long-term averages, and from the number 
of years in which certain trends are apparent. All figures given are 
monthly averages of daily closing prices, basis No. 1 Northern in store 
Fort William, whether cash wheat or wheat for delivery in a future month, 
as the case may be. The examination is directed to the existence and 
extent of seasonal tendencies. The period in question covers, in general, 
the fifteen crop years 1922-23 to 1936-37 inclusive, commencing with July, 
1922, and carrying on through August, 1937. It is considered that over 
the period as a whole, non-seasonal influences roughly cancel out. : Prices 
in July and August, 1922, were not greatly different from those in July 
and August, 1937. 
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It may be suggested that during this post-war period the futures 
market at Winnipeg has not functioned freely and unrestrictedly, owing 
to the operations of the Pool, the stabilization measures conducted by Mr. 
McFarland, and the Canadian Wheat Board established in 1935. The 
effect of these three agencies, each in its own time, was undoubtedly to 
restrict the amount of physical wheat requiring to be hedged in the 
futures market, and therefore to lessen the so-called selling “ pressure ” 
below what it would otherwise have been, and to that extent, it might 
be argued, seasonal tendencies have been understated, particularly the 
tendency to lower prices in the autumn than in the summer. Whether 
such view is correct cannot be decided here. The question depends on the 
general problem whether mere “ hedging pressure,” as distinct from the 
known size of the crop and world conditions generally, has any effect on 
prices at all. Until the requisite facts as to the time, nature, and specific 
effect of hedging sales, and of the actual breadth and liquidity of the 
Winnipeg market and the nature of the activities of those who buy and 
sell there are available, this problem must be left to rival schools of 
opinion. 

TABLE 1—AVERAGE PRICES 1922-23 TO 1936-37, BY MONTHS (a) 
(Cents per bushel) 


Cash October | December May July 
Wheat Future (b) | Future (c) Future Future 
1922-36 1922-36 1922-36 1922-36 1922-36 


July pees der cee idoeee:. Saree ya eiee 1133 - 107% - - 
INTRRUIR Ber Sites onc caoes Pehoaveteien ters 112 1063 1062 (d) - 
Septemberi.. Gateiistce «ates 1048 1013 1012 105% - 
October nen ieroants ».asceanelosae oe 103% 1024 1014 1054 - 
INOVEDUDEE faa: coe ahienisemrieieece 1042 - 102 1054 1052 
December Aan js s,s ieee eae 1042 - 104% 106% 1063 
1923-37 1923-37 1923-37 1923-37 
PANUATV eects aisle eae ee tones 1063 - - 1083 1082 
Pebruaryacine fete torch citer etal ote 107% - - 109% 1093 
Wearch Winn rare Utaitutetinesaneneans 1064 = - 107 1074 
April. ee reeeerne he ei ae: 1073 - - 107% 1074 
MAY. cei c soi visas oR oe. SOE 1093 1054 - 1082 1082 
DUNO SRA cc ache etree we 108% 1042 - - 1073 
Filey ae Se SA Seba CA ROB Ls ee 114 109% - - 1134 
SNUG USE Oe hen ric Mam eo ceinicy saiclendans 112% 1072 ~ - - 
Septemberr?... aoe. ht ore ics k - 102 - - - 
October 7 beeen eps ee ~ 1033 - - - 


(a) Direct comparison cannot be made between futures and cash wheat prices as 
shown in the table, as the periods covered are not quite identical—(see notes below). 
What is shown is the course of each separate price series. The comparison between the 
various prices is made in the text below. 

(b) Average October futures prices are first shown for the autumn months of the 
full 15-year period 1922-36. The course of prices is then shown during summer and 
autumn for the period 1923-37, excluding 1935 when trading in the October future did 
not commence until August 16th; this series commences with May, since the October 
future was not traded earlier than May in 1923; in the other years the course of the 
October future prior to May was very similar to that of the July future; 

(c) Excluding 1935, in which year there was no trading in the December future until 
August 16th; 

(d) Trading in the May future usually commences in August, but this was not the 
case in 1935. For the fourteen years 1922-34 and 1936, the average in August was 111, 
ane in September 106%, indicating that the May future is also affected by the autumn 
slump. 
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Cash Wheat Prices 


Considering only cash wheat, for the moment, Table 1 indicates a 
marked price decline in the period after harvest, that is, in the months of 
September to December when about 75 per cent of the western wheat crop 
is delivered to country elevators or put on rail for shipment to terminal 
elevators, followed by higher prices gradually rising throughout the rest 
of the year and then falling again when the new crop is harvested. Accord- 
ing to Table 1, the year may be divided into four periods, namely, the 
delivery period when prices are, on the average, very steady and consider- 
ably lower than the preceding summer; the four months January to April 
when internal navigation in the Great Lakes system is closed and prices 
are somewhat higher than in the autumn, but quite steady throughout the 
period; May and June, when a further rise is evident; and the summer 
months July and August when there is a definitely higher level of prices. 
These are shown in Table 2. 


TABLE 2.—CASH WHEAT PRICES, 1922-23 TO 1936-37 


(Cents per bushel) 
1922230, -Awelradcerd UlyoNUgUSb Ma me eee ts Nats mre mee eek eee 1128 
1922-36 Average September to December... .. .. ......--.. 1043 
1923-37) Average! January toUAprils vine evinces sabe nee edo! et 107 
1923-37eAverage: Mayitom) Ue RN say eee eer hI hight oat. 4 108% 
1923-37 Average, JulyatovAtgust sss hs sels) ueueine sy oud ass B ycasin 1134 


Even over a period of fifteen years, a margin of as much as 2 cents 
cannot be regarded as necessarily significant. For instance, of the rise of 
23 cents in January as compared with December (see Table 1), over half 
is accounted for by a rise of 234 cents in one year, 1924-25. Two points 
of significance do, however, emerge from Tables 1 and 2, namely, the decline 
in the autumn, and the rise to the following July. Such movements accord 
with what would be expected, in view of the cost of carrying wheat in 
storage from the time it is delivered by the producer until it goes into 
domestic consumption or export. The rise from autumn to the following 
spring is no greater than such cost, nor in fact is the total rise from autumn 
to the following July, although the actual period of the major part of such 
rise, namely, from June to July, according to Table 1, would not of itself 
justify, on a cost basis, the magnitude of the rise at that time. As dis- 
cussed below, however, the period from January to July cannot be treated 
asa whole. The rise during this period is not the same every year in which 
there is such a rise, but tends to be concentrated either in (or just prior to) 
May or in July, a fact which is clouded by taking averages for the whole 
fifteen-year period. 

The decline from summer to autumn is likewise in accord with the 
factor of carrying costs. Cash wheat available in July and August is old 
crop, and on the long-term average, it would be expected that its price 
would reflect carrying costs, whereas in the September-December period the 
price is determined by the new crop before carrying costs have been in- 
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curred. The average decline in the September-December period as com- 
pared with the previous July and August was 84 cents (Table 2). This 
decline occurred in 12 of the 15 years, and in 10 of these years it was 
followed by rising prices later in the crop year; in the other two it was 
followed by a further decline. In two years there was a rise in the autumn 
followed by a further rise; the first occasion was 1924-25 when there was 
a strong speculative movement reaching its peak in January and February; 
the other was 1936-37 in which year the autumn came in the middle of a 
prolonged upward movement. In only one year (1935-36) were autumn 
prices higher than both the preceding summer and the succeeding spring. 

Almost the whole of this autumn decline occurs from August to 
September, the average amount being 73 cents (Table 1). This move- 
ment occurred every year in the period except 1935 (September higher 
than August by 53 cents), and 1936 (1% cents). 

The rise after December likewise occurred with such frequency as to 
justify the inference that such a movement represents the normal seasonal 
trend. The fact of the trend is explained by carrying charges, but the 
measure of the rise and the time of its occurrence seem to depend in part 
on other factors, discussed in more detail below in connection with May 
and July futures. The average in January-April was 23 cents higher than in 
the preceding September-December. Of more significance, this rise took 
place in eleven of the fifteen years, the exceptions being 1923-24 (in which 
a substantial rise took place after April), 1929-30 and 1930-31 during the 
prolonged world price decline, and 1935-36. If comparison be made between 
September-December and the following May-August the average rise was 
74 cents; the rise occurred in eleven of the fifteen years, the exceptions 
being 1927-28, 1929-30, 1930-31 and 1931-32. 


Futures Prices 

So far as cash wheat prices considered by themselves were concerned, 
the two basic movements, and in general their magnitude, could be explained 
by the influence of carrying costs. Facts and theory correspond. But the 
exact amount of carrying charges so far as they influence cash prices can- 
not be measured, and the possibility of other influences still exists. When 
futures prices are examined, it is apparent that such other influences do 
contribute to the price movements discussed. Theoretically, a perfectly- 
functioning futures market should not reveal seasonal movements in long- 
term average prices. Over a sufficient length of time, the course of any one 
future should indicate a tendency to be horizontal, lacking any special 
influence, for cash wheat carrying costs do not affect futures prices in one 
month more than in another. On examination, however, it appears that 
Winnipeg futures prices follow much the same general trend as cash prices, 
though the magnitude of fluctuations is somewhat smaller. 

First, the autumn slump occurs in all futures traded during that period. 
In the fifteen years 1922-36 the decline from August to September was 73 
cents for cash wheat, 44 for the October future, and 44+ cents for the 
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December future. Omitting 1935, when trading in the October and 
December futures did not commence until August 16, the average declines 
were respectively, for a fourteen-year period, 8%, 54 and 5 cents, as well 
as a decline of 4% cents in the May future. This decline occurred every 
year of the fourteen except 1924 and 1936 in the case of the futures (also 
1928, May future only) as compared with every year except 1924 for cash 
wheat (as well, of course, as the fifteenth year, 1935). 

This change from August to September comprised almost the entire 
autumn decline. Thus, comparing the July-August average with that of 
September-October for the fourteen years, the declines were: cash wheat 
95 cents; October future 54 cents; December future 53 cents. These declines 
occurred every year except 1924 and 1936 in the case of the futures; for 
cash wheat the exceptions were 1924, 1931 and 1936. 

Further examination discloses, however, that these declines in futures 
prices really consist of recessions from unduly high prices created by 
speculative bull movements in the preceding spring or summer. It is not 
that some active force influences prices down in the autumn, but rather that 
the active influence of “ crop-scare buying,” as it is described in studies 
published by the U.S.D.A. Grain Futures Administration, is removed. This 
influence usually makes itself felt in the Winnipeg market in July, the 
exceptions being chiefly years in which a substantial rise occurs in May, 
usually in sympathy with a similar movement at Chicago, where the con- 
dition of the winter wheat crop affects the market about two months earlier 
than that of the Canadian spring wheat crop. In either case, the recession 
from the high prices so established usually occurs, at Winnipeg, in September 
—that is, if the bull movement went too far and actual conditions in the 
autumn do not justify the prices so established. 

The existence of this spring or summer—sometimes both—speculative 
movement at Chicago is well attested, and it seems that the same 
phenomenon occurs at Winnipeg. It is significant that the October future, 
which is related to the new crop, follows the same general trend as the May 
and. July futures. 

The fifteen-year trend of the May and July futures and cash wheat 
may be seen in Table 1. Table 3 recasts these figures into a form better 
suited for comparing the May and July rises of the three prices: 


TABLE 3—SPRING AND SUMMER PRICE RISE 1922-23 TO 1936-37 
Je eee 


=== Cash May July 
Wheat Future Future 
_—————— 
(cents per bushel) 

November-December average......... 55.600 eee eee eee eee 1 043 106§ 063 
January-March average...........0. 02sec teen eens 106% 108% 1082 
Repl cc, vv « EOL ARB ONES, AL Odk EE, RE ORE ee - 1078 107% 1074 
eee, Me poten secs ene te ea 1093 1083 1083 
TIRE OTe UE CO ey Re) eee ae 1084 L 1078 
Te Res cc caichacks yd earaviges od Abn a een vane 114 2 1133 
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From the average prices over the period as a whole, it would appear 
that the rise was concentrated in July, being chiefly a rise from June to 
July, but further analysis reveals that the rise may occur either during (or 
just prior to) May or in July. 

Thus cash prices in July were higher than the average of the previous 
November-December in nine years (average rise 232 cents) and the same 
was true of the July future (average rise 212 cents); and of the other six 
years, in the case of cash wheat prices had meanwhile been higher in May 
in four years (average rise 94 over November-December) and the price 
had receded somewhat in July, and went on to fall further by September. 
The other years were 1929-30 when prices fell drastically throughout the 
year, and 1931-32, in both of which years cash prices fell from November- 
December to May, fell further by July, and further still by September. 
In the case of the July future, out of the six years in which July was lower, 
three were years in which the price in May was higher than the preceding 
November-December (average rise 10% cents); the three years in which 
this did not occur were 1929-30, 1930-31 and 1931-32. 

The tendency therefore is for a rise in July, but if not, the probability 
is that there has been a rise previously. The rise in May, of course, also 
occurs in some of the years when July is also higher than the preceding 
autumn. The frequency of higher prices in May is obscured by the aver- 
ages for the whole period, owing chiefly to the large decline in 1929-30. 
The situation is that cash prices were higher in May in eleven years 
(average rise 103 cents), May future and July future in ten years (average 
rise 103 and 93 respectively). In 1929-30 all prices fell—in May cash 
prices were lower than in November-December by 274, May future by 
34% and July future by 34%. In three other years cash prices were lower, 
average decline 54; in four years (besides 1929-30) the May and July 
futures were lower; their declines averaging 74 and 74 respectively. In two 
of these four years (1929 and 1936) the July future advanced sharply in 
July; in the other two (1931 and 1932) it continued to decline. The October 
future paralleled the others very closely. 

It is apparent, therefore, that in the fifteen-year period there was a 
definite tendency for futures prices, as well as cash prices, to appreciate 
significantly after December; that this rise frequently occurs as early as 
May and may be followed by a further rise in July; and that if the rise 
has not taken place by May, it will occur in July, unless a major downward 
movement is taking place. 


Summary and Conclusions 

1. There is an autumn decline, in relation to the previous summer, in 
both cash and futures prices, and a co-related rise which occurs chiefly in 
the following May or July, and sometimes in both these months. 

2. Considered by themselves, cash prices do not indicate variations 
over the year as a whole greater than would be expected to be caused by 
mounting carrying charges, although the rise in prices which sometimes 
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occurs between May and July indicates that other influences are also at 
work. 

3. The course of futures prices, however, gives evidence of a tendency 
towards at least one and sometimes two periods of pronounced speculative 
price rises, almost always in May and/or July, and this speculative influence 
also accounts for a part of the rise in cash prices. 

4. The decline in all prices in the autumn appears to be chiefly a 
recession from previous rises; but in the case of cash prices, at least part 
of such recession is natural in view of the change from old crop to new crop. 
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APPENDIX VII 


INDEX NUMBERS OF EXCHANGE RATES, 1929-1938 
(Post-War Gold Parity =100) 


Argentina 

ee —________——_| Australia| Canada Great United 
Official |Free Rate Britain States 

1929 
JAaNUaMy tery ste Rseee Wehige Pelee 99 - 99 100 100 100 
RGD TUATV erat ree ote ee seet eecrarstet ere 99 - 99 100 100 100 
Mier chi Wee) Meee raat fc tee 99 - 99 99 100 100 
VeNjo bt lipeieae naan Pe ego hr a een ek 99 - 99 99 100 100 
CE a aes eee eS, Mee Mere em 99 - 99 99 100 100 
PUUTC es cesta eS = MON ais A Ce 99 - 99 99 100 100 
RU ya fee tine taut eine «verse era en, 99 - 99 99 100 100 
PASTE US Guns Sede, se TeV dns (seen 99 - 99 99 100 100 
CD LOIT DOT ra Mites od ar ete hey: 99 - 99 99 100 100 
Octobert.ce ee eee eee 99 - 99 99 100 100 
INienaeyeed oer ae ges ye ees eo a We 97 = uo 98 100 100 
WD ecentberss ety es ee hate ok 96 - 99 99 100 100 
GET rN i PR eA 99 - 99 99 100 100 

1930 
SATUS Teasing, oh ial ees aene 95 - 98 99 100 100 
3 SW 0) «iD aya eee en Segre 90 - 98 99 100 100 
NEA TCI eee, See ee ra SRN. oe 89 - 96 100 100 100 
alg o5 Bt bes Rape Mine gree OR MET IRS. 3 92 - 94 100 100 100 
AVRO ais: ote oh Ok ee Ne 90 = 94 100 100 100 
ASD Ge Aus POORER, Wrenner eer a 88 - 94 100 100 100 
LULVRRRCne Serena. i. Crreiceg emer: 85 - 94 100 100 100 
PMTIGTISt NTT EAC |. 510. Meee, 86 - 94 100 100 100 
Deptem Der! anc \ecryscuete nen eee 85 - 94 100 100 100 
October see. A A 81 - 92 100 100 100 
INO WEMDET esas Neh coe reek 81 - 92 100 100 100 
Wecembers Tene cts ee 78 - 92 100 100 100 
MCAT ak rare: Syrian enn: 87 - 94 100 100 100 

1931 

VEU TRV gy creep x 8. Maps gr nL hn he 73 - 82 100 100 100 
Ble DEWar van ten ere eo tea ieee eee 76 - 77 100 100 100 
Mia relict tayig 0s celts ui eae 81 - 77 100 100 100 
NGO OU ee ee LA NAL ete a oh ae 80 - 77 100 100 100 
Mi ay Rte eae ee oe, Re Re cen ae 74 - Wn 100 100 100 
US Sener ate Le ch Ae es ea ae - He 100 100 100 
JUD iy eA ee oe en Oe ites en 73 - 77 100 100 100 
IANS HS Gps a eka ie ean areca 67 = TEE 100 100 100 
Septem bereva. wa seat ee ace cee 64 - (al 96 93 100 
OGlODere Rare ee ae 56 - 62 89 80 100 
ANG ViGTIMG Tm tii 8 SRN care reine, 64 - 59 89 12 100 
DMecembenere wn wa a wee ee 62 - 56 83 70 100 
EVGA ore wean s a cuaeeee 70 - 12 96 93 100 

1932 
AMMA ete Av tel ein ee eae eee 61 - 57 85 70 100 
Webruary ta nt cem ahs cir 61 - 57 87 71 100 
INVEST CLO ek. aeepe en aa ay eae eens 61 - 60 90 75 100 
PASTA Wes SARA oat) oie Seca aa a 61 - 62 90 Ti 100 
May Pee yo en. ARERR an 61 - 60 88 76 100 
Tue ses ai ewe, Bean eral soo es 61 - 60 87 75 100 
FLL) Bait Rs a OR a ae aR 61 - 58 87 73 100 
JAW ZUSTIETV ate ot eae ree aes 60 - OM 88 Meds 100 
Septem bemyser ecm ice ee in 60 - 57 90 71 100 
October. Ae eee hare endo ob 61 - 56 91 70 100 
IN@sremialeen sai, acta acta. odes ies be 61 - 54 87 67 100 
Wecemibennuteswecuerte eee 61 - 54 87 67 100 
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INDEX NUMBERS OF EXCHANGE RATES, 1929-38—Continued 
(Post-War Gold Parity =100) 
=—IeaIaB_<qaquanNajaaeeae=s«qoana=_a=aeae=aea=a=a=a=—— 


Argentina 
— ——————_| Australia} Canada Great United 
Official |Free Rate Britain States 


| fe | | | eens 


1933 
VANUAL YA Ao gees eon ka eek. s 61 = 88 69 100 
WEDTUATY «secon eo eee 61 = 83 70 100 
60 - 83 71 100 
60 - 81 71 96 
60 - 75 69 85 
60 - 73 70 82 
60 = 68 69 72 
60 - 69 68 73 
61 - 66 65 68 
OT Siro) os) at ty Wei zh cist eles ORS KN ARE 60 - 66 65 67 
INOVemiber.ea sacri sere ne setss 60 - 63 66 63 
Decom bers, cree ae ee ee 52 47 64 67 64 
SYCAT) A cyan cine tone occa crass 60 - 72 68 78 

1934 
MANUAL Very rei aatotioe ieee: ocensahes 50 39 63 65 63 
WG DLTUALVe ee yoo tobe aie o% «og eis 47 39 59 61 59 
Mir Glannen erty wane peo eeeatays yecaavo.s ol ore AT 36 59 62 59 
CA DUM terttey iste scoters oii ae ei sleretel 48 35 59 63 59 
DVM Seieraie ence wieclathe 916, 0ie was 47 33 59 62 59 
INS) asuapue mend tesa elo eee 47 35 60 61 59 
ALU BS i dessa ant HORACE ROL IAe Caer 47 35 60 61 59 
PAU SUSUR Hace aeuiaalae 5 Cero e iehonestetels 47 38 61 62 59 
Septemibersceyer se eee ee 46 38 61 61 59 
WECOWOT IN. coe): Ite ele nae oeeta. 46 37 60 60 59 
INOVEIR BERS, tA Soclin weeie wanes 46 36 61 61 59 
MSceniberkeaw AM ek. be anes sf 46 35 60 60 59 
ECCS RA MOC RS Adal Wertan 47 36 59 61 59 

1935 
VONUATV AVR ater oe deo aeise so 46 35 59 59 59 
HIG TUATWe Mees 4 ies sisties era aN 46 36 59 59 59 
MEAT Ci CaeeRierd «orets- sro ctectuhehel ees ohne 44 35 59 58 59 
UA DTI en verter tei oids dye eel eeiieaee tosis 45 36 59 59 59 
EER ich ie Aad apa se Mire so sll amet 45 36 59 59 59 
JALIDG srte or skererer sce aabe-cusre a vauateca yey Seah 7 45 54% 59 60 59 
PU baie sae eek Se ae Se des aimee ro Ald 46 Sif 59 60 59 
INYSUSGE. irate octets Medic seat 46 aH 59 60 59 
September sary. cits oe aeiars susiencisiars 46 38 59 60 59 
OGTOWeI Maes tee ed trot a teaees 46 38 58 60 59 
Novenlberacerascte neath ccs ieee 46 38 58 60 59 
WD ecem ber JAiAal hocewie ies ceteaters 46 38 59 60 59 
MOTs Dich idets «heel a aiave sie 45 37 59 60 59 

1936 
JANUATY ceca devetarsiateraioss is, #42. 210», akete 46 38 59 60 59 
rebniacy eke a ee a ek aueeluienete 46 38 59 61 59 
IMarcheecrn aio eice cam ice errs 46 38 59 60 59 
AN Prt le eee vie tates siciey enehe ots a shes oss 46 38 59 ey 60 59 
Mia yee inte cytes cites re sss shel ares 46 38 59 60 59 
DUNO Sa ea orate Shove eeye othe: outeaxet ame tos 47 38 59 61 59 
SPU Vices eater dee clove siete ke ciesecersiar 47 38 59 61 59 
AUZUSDS cate ese cies oes 47 39 59 61 59 
September eee sae adsics 47 39 59 61 59 
OGtobertericcen sa meni aries ow 46 39 59 60 59 
Novemberie tice dae aiken 45 39 59 59 59 
December... ese aace ee sas ere 46 41 59 60 59 
NGE ano o een CHnOnaC aa 46 39 59 60 59 
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INDEX NUMBERS OF EXCHANGE RATES, 1929-38—Continued 
(Post-War Gold Parity =100) 


Argentina ‘ 
—_ _ i|_—_________—_—_| Australia|] Canada mee United 
Official Free Rate He States 

1937 
JATUATY <b aves ap cisteran eekotteotne Seas 46 42 48 59 60 59 
Bebruarys.«eaeress due teenie: 45 42 48 59 59 59 
March)... fc8oc siete Oe ewes ee 45 42 47 59 59 59 
JN Oi) ASI naire tc ort chorea Ae 46 42 48 59 60 59 
UE hae Be AG 6 GRA Aca Se canes choirs ae 46 42 48 59 60 59 
Vit RAR Sa SPR ead AP A 46 42 48 59 60 59 
GATU RGR NMA Sy a eho eee en op eM 46 42 48 59 60 59 
PAUISUS tek ee eRe ss he 46 42 48 59 61 59 
September jee en ie Gke we nnakee 46 42 48 59 60 59 
Octoberiea: Naess. cite BAe ce webs 46 41 48 59 60 59 
NOVEIDErNae ehh cide his. eebs 46 41 49 59 61 59 
MY OCCT DERG. celeste Me uke ie wivere lobe’ 46 41 49 59 61 59 

TAY foreh Seau et Rone rere ny Meee ere 46 42 48 59 60 59 

1938 
ANUAT Ye. Gees recites caer mies eee 41 46 49 59 61 59 
PODYUATY bye eescnes 6 poetteeel mare dee 37 47 49 59 61 59 
Marche. (6. eect: oe Deere ors 36 46 48 59 61 59 

NOTES 


Argentine Peso.—The exchange control was inaugurated in Argentina during 1931, and 
became gradually more inclusive until by October of that year it was practically complete. 
Although definite sterling ratios were established from time to time, they were not maintained 
for any considerable period. In March, 1933, pesos were pegged to the French franc at 14-84 frances to 
the peso (gold) and then in November at 12-38 francs to the gold peso. The peso was again pegged 
to sterling on January 19, 1934, when the purchasing rate for export bills was set at fifteen paper 
pesos to the pound sterling. Selling rates, particularly in the free market, have been subject to 
constant change since the beginning of 1934. Free Market rates on the peso were not obtained from 
March to November inclusive, of 1933. 


Australia.—After moving to a substantial discount in terms of gold during 1930, the Australian 
pound was pegged to sterling in January, 1931, at the rate of 130 Australian pounds to 100 pounds 
sterling. This ratio was revised in December of the same year to 125 : 100, and has been held at 
that level ever since. 


Canada.—The Canadian dollar was theoretically off the gold standard for the greater part 
of 1929, but the breach did not become an open one until the United Kingdom abandoned the gold 
standard on September 21, 1931. The maintenance of a nominal Mint price of $20.67 per ounce for 
gold after this date did not alter the fact that gold could not be purchased in Canada for that price. 
The present gold value of our dollar is approximately 59 cents. 

United Kingdom.—As already mentioned, the link between sterling and gold was severed 
on September 21, 1931, and has not since been re-established. 

United States —The gold standard was formally abandoned in the United States on April 19, 
1933. It depreciated almost steadily from that time until January, 1934. On the 31st of that month 
it was revalued at 59.06 cents, measured in terms of the old gold unit which meant a Mint price for 
gold of $35 per ounce. 


Source: DoMINION BUREAU oF STATISTICS, 
IntTERNAL TRADE BRANCH, 
Qrrawa, Ont. 
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